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CHAIRMAN'S FOREWORD 

The Public Accounts Committee carried out an inquiry into the Darling Harbour Authority in 
1989. This was a very wide-ranging inquiry which is in contrast to this current inquiry into 
the sports facilities inquiry, which was very specific in nature. The Committee was requested 
to look at the circumstances and appropriateness of the sports facilities which were 
constructed, as a temporary development, on the Darling Walk site in Darling Harbour. 

Given the nature of the terms of reference, the Committee found itself in the somewhat 
unusual situation of not making any recommendations in its report. However, it did make a 
number of findings. 

The patronage of the sports complex both through the week by office workers and, on the 
weekends by the youth of the surrounding areas, and the public response to the closure of the 
sports facilities suggests a shortage of such sporting complexes in the city area. The 
Committee was, therefore, heartened to hear that the Darling Harbour Authority was trying to 
identify a new location on which sports facilities could be constructed. 

The Committee acknowledges that the Authority's development of an interim solution (in this 
case the temporary sports facility) for a troublesome site is an approach which has been 
adopted on other sites around the city. The Authority has, therefore, shown itself to be 
innovative in this area. However, the need to fmd a solution was, at least in part, caused by 
the Authority's determination to keep Uras as the site developer, even after it had failed to 
meet a number of contractual deadlines. As well, it must be stressed that the use of the site as 
a sports facility did not comply with the Darling Harbour Master Plan current at the time of 
the construction of the sports facilities. Furthermore, the Committee did have concerns over 
some details of the contractual arrangement. In particular, the expenditure of$2.5 million of 
the developer's contribution on the sports complex was expected to return $2.5 million to the 
Authority over 3 years. In fact, the sports facilities cost the Authority $119,000 and the 
Authority will not even be able to recoup the capital investment of $2.5 million. 

I would like to make special mention of the work of Ian Thackeray, the Committee 
Secretariat's Senior Project Officer, who very capably carried out all the research and drafted 
the report; to Patricia Azarias who edited it, to Jozef Imrich and Caterina Sciara who prepared 
the manuscript for printing. 

In conclusion, I must thank my fellow Committee members for their objective, even-handed 
and bi-partisan approach to the issues under consideration in this inquiry. 

T~~ 
August 1995 
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EXECUTIVE SUMMARY 

Circumstances 
The Darling Harbour project, which commenced operations in 1984, included a proposal for 
an entertainment access way, named the Darling Walk, on th~ east of !}le development 
linking Liverpool St with the Foreshore Promenade of Darling Harbour. Its aim was to draw 
people from surrounding areas into Darling Harbour. Initially conceived as a low scale, 
mixed entertainment and food development based on pedestrian flows, it drew some of its 
ideas from Tivoli Gardens in Copenhagen. 

The Authority, however, was advised that this approach was not commercially viable and, 
following the receipt of expressions of interest in the site, approved a more elaborate 
development in the form of a capital intensive, high-tech entertainment complex. However, 
the development of the site proved to be one of the most protracted for the Darling Harbour 
Authority. 

The first Agreement for Lease was entered into with the Parry Group and CDT and the 
project, called Discovery Village, commenced construction in December 1986. Due to 
fmancial problems and disagreements between the partners, the project was halted in late 
1987. 

In January 1988, the Agreement for Lease was assigned to Uras Holdings (part of the Merlin/ 
Rayson group), in preference to a public call for expressions of interest . The new developer 
soon experienced problems with the project, even though the Authority had approved 
amendments to make it more commercially viable, whilst still maintaining its high-tech 
entertainment theme. A number of variations and extensions to the agreement were 
negotiated, usually to accommodate delays to the construction. 

When the developer failed to meet its 30 September 1990 deadline, the Authority issued a 
notice of default. The Authority, however, did not terminate the agreement and the notice 
provided the developer with a course of action to remedy the default. After considerable 
negotiations a memorandum of understanding was signed by the authority, the developer and 
its bank, which provided the basis for a future agreement for lease. 

In July 1991, a new agreement for Lease was signed by the Authority and Uras. Uras lost part 
of the site (in its opinion the most valuable part) and provided, through its fmancier, up to $5 
million for the rehabilitation of the site so that it could be used at the discretion of the 
Authority for an interim period. In return, Uras was entitled to exercise an option to proceed 
with the development between November 1992 and December 1995, subject to satisfying a 
number of conditions. 

The continued delays on this valuable site (currently between $17 million and $22 million), 
meant that the Authority was forgoing rent while at the same time the Darling Harbour 
project was being adversely affected by the unattractive, incomplete construction site. 
Accordingly, the Authority took action to remedy the problem in order to improve the 
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amenity of the site, while providing the developer time to arrange finance to continue the 
construction at a later date. It has transpired, however, that at the end of the lease period 
(1995), Uras will still be unable to fmance the development and is seeking to assign the 
agreement for lease to J acfun, which intends to develop a Sega theme park. 

Appropriateness 
Faced with the breach ofthe agreement by Uras on the 30 September 1990, the Authority 
appears to have had three options in pursuing the development of the Darling Walk site. 

Provide Uras with a further extension 
This was not seriously considered. Extensions to deadlines had not brought the project any 
closer to completion. Furthermore, the Authority had for some time been concerned about the 
overall viability of this development. A further extension would not resolve inherent 
problems with the project. 

Terminate the Agreement/ Find a new developer 
The Authority rejected this approach on the grounds that a long and costly legal battle could 
ensue; it would take time to arrange; and in the prevailing recessionary climate no alternative 
developers were able to be found. 

Renegotiate a new agreement with Uras 
The Authority determined that, because the developer had not performed as the Authority had 
expected, it had lost the right to continue with the site under the existing arrangements. New 
arrangements were negotiated which set deadlines, reduced the area available for 
development and provided for the rehabilitation and interim use of the site, fmanced by a $5 
million contribution from the developer . 

Interim Use 
Under the terms ofthe July 1991 agreement, Uras provided the Authority with up to $5 
million to rehabilitate the Darling Walk site and develop an interim use at the full discretion 
of the Authority. The terms of the agreement were such that any amount less than the $5 
million not utilised by the Authority for the interim use would be returned to the developer. 
According to the Authority the $5 million was neither a penalty nor a holding fee. 

The cost of rehabilitation was estimated at $2.5 million while the sports complex project, 
selected folloWing a call for expressions of interest, was also estimated to cost $2.5 million -
fully utilising; therefore, the developer's $5 million contribution. GamePlan, whose proposal 
for a sports complex was accepted for the interim use by the Authority, projected a profit for 
the complex, over three years, of approximately $2.5 million. This did not eventuate and the 
Authority has, in fact, lost some $119,000 on the operation of the complex. Nor will the 
Authority recover any of the $2.5 million capital investment. 

The Authority did not see the rehabilitation and the development of the interim use (the sports 
complex) as separate items, but regarded the $5 million as a single contribution to the 

VI 



Darling Harbour: Sports Facilities 

rehabilitation of the site. The Authority, by developing the interim proposal, made full use of 
the developer's contribution, as was mentioned above. The agreement was such that if the 
restoration of the site for interim use had not cost the full $5 million, any balance would have 
been returned to the Lessee. The Committee has reservations about this aspect of the option 
arrangement, which greatly reduced the discretion of the Authority in-determining ~e optimal 
use of the contribution. 

Conclusion 
The Committee formed the view that the Authority took appropriate action, in the light of 
continued problems experienced in developing the Darling Walk site, to negotiate an interim 
solution to rehabilitate the site, which the Committee agrees must have been aesthetically 
unacceptable and commercially unhelpful to the whole Darling Harbour project. Furthermore, 
the method of financing this rehabilitation through a contribution of the developer, is also 
considered appropriate. However, this view is qualified by the following points: 

• The history of the site suggests that the Authority was too willing to overlook the 
developer's failure to meet deadlines. The Committee is not totally convinced by 
theAuthority's arguments for not finding a new developer. Prior to implementing any 
interim solution, the Authority should have determined and then pursued with vigour 
any right to formally call for new public expressions of interest to develop the site. 
Given that both Haysons and the Authority had been searching, respectively, for 
partners and developers, it should have been in the interest of both parties to formally 
and publicly call for world-wide interest in the continued development of the site. 

• In implementing the interim solution, the rehabilitation of the site to passive 
recreation at a cost of $2.5 million and paid for the developer is appropriate. This 
satisfies the main objective of the Authority to improve the amenity of the site for the 
benefit of the whole of Darling Harbour. However, once the Authority determined to 
develop a commercial activity on the site, regardless of whether it was fmanced by the 
developer or not, the Authority should have applied all normal commercial practices 
and prudential standards in order to ensure a maximum return from this operation, 
including measures such as the proper assessment of the GamePlan projections. 

• This indifferent attitude of the Authority with regard to the expected profit of $2.5 
million from the sports centre which became a $119,000 loss to the Authority seems 
to be based on the fact that the fmance was not Authority money but had been 
provided by the developer. The Committee is highly critical of this attitude. 

The Committee concluded that, with regard to the July 1991 Agreement for Lease over the 
Darling Walk, the Authority, when faced with a difficult problem, acted fmnly and 
responsibly to achieve its objectives. However, the Committee felt that the Authority was too 
committed to the keeping Uras on the site and, in a number of ways, showed that it lacked 
genuine commercial expertise, particularly with regard to the return it received from the 
capital investment in and operation of the sports complex. 
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A. ORIGIN OF THE INQUIRY 

The inquiry into the Darling Harbour Sports Facilities was referred to the Public Accounts 
Committee on 30 May 1995 by the Hon. Michael Knight, MP, Minister for Public Works and 
Services, Minister for the Olympics and Minister for Roads. Terms of reference for the 
inquiry were: 

To inquire into and report upon the circumstances and appropriateness of: 

• the Darling Harbour Authority's 1991 decision to construct sporting facilities 
on the Darling Walk Site at Darling Harbour, given the contractual 
arrangements for the future use of the site; and 

• the method used to fmance the sporting facilities. 

B. METHOD OF THE INQUIRY 

Foil owing the receipt of the terms of reference, the Committee inspected the sports facilities, 
accompanied by the General Manager of the Darling Harbour AuthoritY (DHA), Mr Terry 
Jones. 

The Committee advertised the inquiry in the Sydney Morning Herald on 3 June 1995, 
inviting submissions from interested persons and organisations. Six submissions were 
received. Public hearings were held on 21 June 1995. Committee staff visited the office of the 
Darling Harbour Authority on a number of occasions, where the Authority records were made 
available. 

C. STRUCTURE OF THE REPORT 

The report is structured to cover the terms of reference. These require examination of the 
"circumstances and am>ropriateness" of the DHA's management of the site development in 
1991. 

Therefore, following an Introduction (Part 1 ), Part 2 of the report details the circumstances 
which led to the 1991 contractual arrangements for the site, and gives a chronology of the 
relevant events. Part 2 also contains information on Sega' s plans for the site as provided in 
evidence to the Committee. While not directly related to the Committee's terms of reference, 
these details are provided for public information. 

In conformity with the terms of reference, Part 3 then analyses the anpropriateness of the 
arrangement, including the means of financing. The final section (Part 4) summarises the 
Committee's conclusions. 
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A. TABLE OF EVENTS 

Pre-Uras (Merlin) 

June 1984 

September 1984 

November 1984 

February 1986 

12 December 1986 

May 1987 

August 1987 

December 1987 

Uras (Merlin) 

27 January 1988 

1 7 March 1988 

November 1988 

16 February 1989 

July 1989 

December 1989 

29 June 1990 

Darling Harbour Authority Act 

DHA commences operation 

Mr A Carmichael becomes Chairman of first Board 

Expressions of Interest sought for Darling Walk 

Authority signs Agreement for Lease with Creative Design 
and Technologies (CDT) and Parry Corporation for 
development of Darling Walk as Discovery Village 

Delays in construction identified by Authority 

Parry buys out CDT 

Parry Group in fmancial trouble. All work stopped on 
Discovery Village 

Deed of Assignment. Agreement for Lease transferred 
from Discovery Village/Parry to Uras Pty Ltd/ Merlin 
International Properties (Hay sons) 

Agreement for Lease - new agreement to incorporate 
changes to project to make it, according to Uras, more 
commercial - deadlines? 

Interim Board appointed - Mr Ken Baxter, Chairman 

Deed of Variation - Variation of completion dates - June 
1990 deadline for initial phase 

New Board appointed - Mr James Graham, Chairman 

Authority concerned with progress, describes site as 
"embarrassing eyesore" 

Deed of Variation of Agreement for Lease. Variation to 
agreement to provide extension of deadline from 30 June 
to 30 September 1990 
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30 September 1990 Deadline in 29 June 1990 Agreement - Uras unable to 
comply 

5 October 1990 Authority notifies Uras, mortgagees and guarantors that 
Uras is in breach of the agreement 

29 November 1990 Memorandum of Understanding between Uras, its 
fmancier and the Authority. Included an option to 
rehabilitate the site 
while the developer raised finance and the exclusion of 
Stage 3 

January 1991 Expressions of Interest for the development of an interim 
use of the site 

March 1991 DHA informs GamePlan that it wishes to pursue the 
sporting/recreational concept for the interim use 

3 July 1991 New Agreement for Lease between Uras and the 
Authority. Provided for the rehabilitation and the 
development of the site for interim use, financed by the 
developer. Set specific time frame for the developer to 
exercise its option to complete the project, subject to 
satisfying conditions set by the Authority. Excluded Stage 
3 from the project. 

September 1991 Construction begins on sports complex 

April1992 Opening of sporting complex (except gymnasium) 

1993 Uras proposed a hoteVentertainment development. 
Rejected by the Authority 

1993 Review of Darling Harbour Master Plan. The review gave 
highest priority to the development of sporting and 
entertainment land uses within Darling Harbour. 

1994 Discussions between Sega, Uras and the Authority 
Uras plans to assign its lease to Jacfun 

January 1995 Authority advises GamePlan of termination of Sports 
Centre operations on 31 May 1995 

May 1995 Uras serves is Election Notice to construct with the 
Authority (30 June being last day under 1991 Agreement) 
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B. BRIEF SUMMARY OF EVENTS 

In order to assess the appropriateness of the Authority's 1991 decision to construct the sports 
complex on the Darling Walk site, it is necessary to detail the circumstances which- led to the 
decision. Accordingly, this section provides an overview of development on the site. 

In summary, the original concept for the Darling Walk site was that it should be a low scale 
entertainment area to attract patrons into the Darling Harbour. Later, this concept was 
changed to a high-tech entertainment area, development of which was commenced by the 
Parry Corporation in late 1986. A deadline of 1988 was set for completion of the 
development. However, the Parry Corporation ran into financial difficulties and it soon 
became apparent that the deadline could not be met. 

In January 1988 the project was transferred to Uras (a Hayson Group company). Uras was 
also unsuccessful in completing the project within the agreed time frame. When Uras missed 
another deadline in late 1990, the Darling Harbour Authority issued a notice of breach of the 
agreement. In the end, the Authority decided to continue with Uras in developing the site, but 
with a new agreement. The renegotiated terms were formalised in two documents: first in a 
Memorandum of Understanding and second, in a new Agreement for Lease in July 1991. 
Both of these included options for the rehabilitation or interim use of the site. These options 
were exercised and a sports complex was constructed on the site as an interim measure. 

Uras had an option until June 1995 to develop the site. However, it has been unable to raise 
the finance and the option has elapsed. The Authority is negotiating with J acfun to develop a 
Sega Theme Park on the site. 

C. DETAILED CHRONOLOGY OF EVENTS 

(i) Darling Harbour Development (1984) 

In 1984 the then Premier, The Hon Neville Wran, announced the government's decision that 
a $1 billion redevelopment to regenerate the Haymarket area should be constructed. The 
project, which was to involve both the public and private sectors, was to be the focus of the 
1988 Bicentennial celebrations in NSW. The area was to incorporate both community and 
commercial facilities. 

The Darling Harbour Authority Act came into effect in June 1984 and the Authority 
commenced operations in September 1984. The Board held its first meeting in October that 
year and Mr A Carmichael was appointed Chairman in November. 
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(ii) Darling Walk Proposal ( 1985- December 1986) 

The early Darling Harbour concept envisaged an entertainment access way, named the 
Darling Walk, on the east of the development linking Liverpool St with Foreshore 
Promenade and drawing people from surrounding areas onto ·the foreshore (see plan, 
Appendix B). Based on the concept of the Tivoli Gardens in Copenhagen, it was envisaged as 
an entertainment street with a mix of commercial and retail, social and community activity 
with pedestrian flows. 1 

The Darling Harbour Quality Review Committee saw the Darling Walk in 1985 as a 
"picturesque, charming and humanly scaled zone" between the city and Darling Harbour,2 

which would contain a "narrow winding thoroughfare, a number of amusements and fun 
elements ... intermingled with a variety of shops, cafes, exhibitions, studios and stalls etc. "3 

According to the Authority, it was advised, however, that this concept was not commercially 
viable. As a result, it considered only minimal development of the site until after 1988.4 

However, in 1985, the Authority was approached by Mr Lugman Keele with a proposal for a 
"high capital cost, high-tech entertainment complex". 5• While it was acknowledged that the 
scale of this proposal was "far more dominating" than the original concept, and it extended 
beyond the original Darling Walk site, it was regarded as having "more visitor potential".6 

In February 1986, the Authority sought expressions of interest for the development of the 
Darling Walk project. 

It was decided that Mr Keele's proposal, through his company Creative Design and 
Technologies (CDT) was the most attractive. While it would initially provide the Authority 
with a low return, it had the potential for good returns in the future "if the project was highly 
successful". The Rayson group of companies had submitted a proposal which had included a 

4 

6 

Darling Harbour Authority, Meeting No 58, lith March, 1988, Agenda Item 2(b) 

Letter 1st July 1985, from Professor N Quarry, Chairman, Quality Review Committee, to Minister 
Brereton 

Darling Harbour Authority Meeting No 25, 20th January 1986, Agenda Item No 3(f), Briefmg 
Paper 

Darling Harbour Board Meeting Discovery Village, Briefmg Paper, 12 January 1988 

Darling Harbour Authority, Meeting No 58, 11th March, 1988, Agenda Item 2(b) 

Darling Harbour Authority Meeting No 25, 20th January 1986, Agenda Item No 3(t), Briefmg 
Paper 
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Tivoli style project but this had not been successful. 7 

CDT did not have the financial resources to undertake the project and the Authority required 
that it "obtain an acceptable equity investor to control the project".8 Mr Keele was given time 
to arrange fmance for his project and, although a number of potential backers showed interest, 
including Elders, Oceanic Fund Managers and representatives from Sea World, nothing came 
of these negotiations and all companies interested in due course pulled out. 

CDT ultimately joined forces with the Parry Organisation and signed an Agreement for Lease 
with the Authority on 12 December 1986 to develop the Darling Walk under the name of 
Discovery Village. 

(iii) Discovery Village (December 1986- January 1988) 

Discovery Village Pty Ltd was Parry and CDT's corporate vehicle for the project. Discovery 
Village was to be developed in three stages, as follows: 

Stage 1 

Stage 2 

Stage 3 

(Southern Sector) Imax 3-D Theatre, the Koala Creek Complex and the 
Tavern! Cafe/ Cabaret Complex. To be completed by January 1988. 
(N orthem Sector) Vortex and the Orbitron. To be completed by August 
1988. 
Space Theatres Complex- includes circlevision style theatre, an 
omnimax dome theatre, a theatre in the round, an interactive computer 
video theatre, a holavision style theatre and an amphitheatre. To be 
completed by November 1988.9 

The Agreement for Lease was an arrangement whereby, subject to the satisfactory 
compliance with certain conditions (mainly the construction of the proposed facilities), the 
Authority would enter into a lease with the developer. It was an arrangement used on a 
number of projects at Darling Harbour. 

As with all the Darling Harbor Agreements for Lease, the rent was negotiated from the 
commencement of the lease, that is, following the construction of the project. As the General 
Manager of the Authority, Mr Terry Jones, told the Committee 

Mr JONES: As you are very well aware, Darling Harbour was a public sector 
development which cost an enormous amount of public money. The private sector 
was encouraged to participate but, in the main, was reluctant to do so. Every contract 

Darling Harbour Authority, Meeting No 58, lith March, 1988, Agenda Item 2(b) 

Darling Harbour Authority, Meeting No 58, 11th March, 1988, Agenda Item 2(b) 

SYNOPSIS, dated December 1986, Darling Walk Lease Negotiations, General Manager, Darling 
Harbour Authority, Mr R Pentecost 
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that I am aware of in Darling Harbour where the private sector funded buildings the 
arrangements that were made were an agreement to lease, which included the 
construction requirements of the private sector participant. The lease commenced 
once the operations commenced. The authority did not receive any revenue until the 
tenant was receiving revenue. 10 

In the case of the Discovery Village proposal, rent was negotiated to be as follows: 

Years 1-5 
Years 6-10 
Years 11-25 

3% of Adniissions Income 
8% of Admissions Income 
according to projections table of Admissions Income 

Once again, it was not long before delays in the project became evident. The Authority's 
Chairman reported to the Board on 18 May 1987, that "the Authority had been disappointed 
so far with the productivity of the Parry Group in progressing its proposals". The Board 
accordingly requested a separate report on Discovery Village at its next meeting. 11 The Board 
was informed at its meeting on 20 July 1987, that Discovery Village had "experienced 
management and fmancial problems since the Agreement for Lease was signed", which had 
resulted in the breach of some of the conditions of that agreement, including that "no 
reasonable progress [had been made] towards achieving completion dates identified in the 
Agreement for Lease". However, the Authority had received legal advice that "none of these 
breaches is considered to be of such a fundamental nature to enable the Authority to terminate 
the Agreementm2 

During 1987 differences of view between Parry Corporation and CDT became evident, with 
Parry Corporation becoming concerned with the viability of the project. They were eventually 
resolved by the Parry organisation buying out COT's interest in the project. Parry's claimed 
that the new management arrangements would allow the completion of financial 
arrangements which had been delayed. Parry Corporation also indicated that it wished to 
continue with the project but sought approval to change some aspects to make the 
development more commercial. 13 

The proposed master plan submitted for the Authority's approval was assessed by the· 
Authority's Project Design consultants, who expressed some concern with aspects of the 
proposal. Concerns related to the lack of "an overall guiding attitude or philosophy to the 
theme content of Discovery Village", with the shows and rides being "derived from American 
theme parks" and a "tendency to bring these concessions and amusements inside the building, 

10 Minutes of Evidence 21 June 1995, p 16 

II Darling Harbour Authority, Minutes of Meeting No 45, 13 May 1987 

12 Darling Harbour Authority, Meeting No 48, 20th July 1987, Briefmg Paper 

13 Darling Harbour Authority, Meeting No 48, 20th July 1987, Briefmg Paper 
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addressing foyers and exits rather addressing and enlivening the public promenade". 14 

The proposed variations to the project, suggested by Parry Corporation at this time, were 
conditionally agreed to by the Authority, subject to the satisfactory resolution of some 
contractual and commercial matters. 15 

The variations were, however, not formalised. In November 1987 the Parry Corporation was 
reported to be in financial difficulties, having "undertaken a broad ranging review of its 
operations"16

• By December Parry Corporation had suspended all design and construction 
constructions contracts on the Discovery Village project. 

The Board of the Authority considered the site development at its meeting on 12 January 
1988. The Authority had received legal advice that Discovery Village and Parry Corporation 
had fundamentally breached their agreement and that the Authority "was entitled to 
terminate the lease". 17 

In a draft document dated 12 January 1988, the Authority management set out two options for 
action. The first option was to formally terminate the lease and call for new expressions of 
interest. Management stated that this was the "most appropriate" option. The second option 
was to terminate the existing agreement and "negotiate with the Merlin!Hayson group, who 
were the other bidder at the time the project was previously put out to expressions of interest 
[late 1986]". 18 It should be noted, however, that Merlin!Hayson was not the only other bidder. 
It was, however, the only other proposal short listed along with Discovery Village for 
consideration by the Authority. 

While the latter option (the assignment of the lease) would save some four to six weeks, "the 
disadvantage of this proposal is that there are some other parties interested in developing 
parts of the site and not calling expressions of interest may not be seen as fair". 19 

The draft document also pointed out that the assignment of the lease to Merlin!Hayson might 

14 

15 

16 

17 

18 

19 

Letter, 29th October 1987, from Barry Young, MSJ Group, to Mr R Pentecost, General Manager, 
Darling Harbour Authority 

Darling Harbour Authority, Special Board Meeting, Discovery Village, Briefmg Paper dated 12 
January 1988 

Sydney Morning Herald 11/11187 

Draft Letter, dated 12 January 1988, from Darling Harbour Authority to Minister Cox, pl 

Draft Letter, dated 12 January 1988, from Darling Harbour Authority to Minister Cox, p3 

Draft Letter, dated 12 January 1988, from Darling Harbour Authority to Minister Cox, p3 

10 



Darling Harbour: Sports Facilities 

"attract public criticism" given the extent of Rayson's involvement in Darling Harbour0 

While the board agreed not to send the draft (as it needed some points, in relation to 
assignment, clarified and/or amplified), it resolved that its "preferred option was to formally 
terminate the existing lease and call for fresh expressions of interest for development of the 
site". The board, while "generally of the view that it did not like option 2" (that is, to 
terminate the existing agreement and negotiate with the Merlin/Hayson Group), had to be 
aware of it "if the government directed the Authority to act on it".21 

It would seem that the Board's view did not prevail. On 25 January 1988, and without any 
intervening Board meeting, the Authority's General Manager, Mr Bob Pentecost, wrote a 
memo to all board members which outlined a course of action contrary to that determined at 
the Board's 12 January 1988 meeting. Where at that meeting the Board had favoured a public 
call for termination of the lease with Parry Corporation and a call for fresh expressions of 
interest, Mr Pentecost's 25 January memorandum stated the following: 

in accordance with the previously approved Board resolution22
, the Authority has 

agreed to an assignment of the Discovery Village Agreement to Lease from 
Discovery Village Pty Ltd, 100% owned by Parry Corporation to a new entity, Uras 
Pty Ltd, which is to be 75% owned by Merlin International and 25% Parry 
Corporation. A Deed of Assignment is being prepared with signing anticipated on 27 
January 1988.23 

The agreement was duly signed. At the next Board meeting, which took place on 28 January 
1988 (that is 3 days after the General Manager's memo), the Board ratified this action by 
noting "a paper distributed to all members concerning Assignment of Discovery Village 
Agreement to Lease".24 

The Hayson group was, therefore, able to have the agreement for lease for the Darling Walk 
site assigned to it from the Parry Corporation, which must have been an attractive 
arrangement for Hayson' s for it avoided the costs of having to go through a competitive 
tendering process. This was the start of a pattern identified by the Committee, whereby the 
Authority appeared to give preferential treatment to Uras (ie Hayson!Merlin) thus ensuring 
the company's continued involvement with the site. 

(iv) Darling Walk- Uras Holdings (January 1988- September 1990) 

20 

21 

22 

23 

24 

Draft Letter, dated 12 January 1988, from Darling Harbour Authority to Minister Cox 

Darling Harbour Authority, Minutes of Meeting No 55, 12 January 1988 

From the Authority's records, the Committee has not been able to identify such a resolution or 
intervening Board Meeting where such a resolution could have been taken. 

DHA Memorandum, 25 January 1988, from General Manager, to all board members 

Darling Harbour Authority, Minutes of Meeting No 56,28 January 1988 
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Uras (also known as Merlin) now proposed to develop the site, based on a proposal (known 
as Tomorrow's World) which had been one of the proposals in 1986. It incorporated 7 of the 
16 attractions in the Discovery Village project. Those attractions omitted by Uras were 
regarded as contributing to the problem of the viability of Discovery Village. The proposal 
envisaged a capital investment of $120 million, 25 and Uras intended to construct a '.'state of 
the art entertainment strip" which included video animation, hands-on computers, futuristic 
rides and nightclubs.26 

Uras felt that part of the problem with the development was the requirement for considerable 
"front-end" capital investment for the infrastructure and, therefore, proposed a two-phase 
development. Phase 1 was to be completed by October 1989 and Phase 2 (Stages 2 and 3) by 
May. However, Phase 2 was to be commenced only after Phase 1 was operational, thus 
providing a cash flow. 

It had been understood by both the Authority and Uras at the assignment of the lease in 
January, that the amendments to the project referred to above to make it more commercially 
viable, would be incorporated in a new agreement for lease. Accordingly, a renegotiated 
Agreement for Lease, which accommodated these changes, was signed on 17 March 1988. 

In November 1988 the new Greiner government appointed an interim board. In February 
1989, the current general manager of the Authority, Mr Terry Jones, a former naval officer, 
was appointed. The previous General Manager of the Authority, Mr Bob Pentecost, took up a 
position as a director of Merlin International. He figures prominently in correspondence 
between Uras (Merlin) and the Authority in matters relating to the site. 

This development of the Darling Walk site under Uras was, just as had happened with Parry 
Corporation, beginning to experience delays. Ultimately it was to prove one of the most 
difficult sites for the Authority. As Mr Jones told the Committee in evidence "several sites [in 
Darling Harbour] were held up, none as significantly or as long as the Darling Walk site"27

• 

When it became clear that the Phase 1 deadline of October 1989 would not be met, a Deed of 
Variation, dated 16 February 1989, was entered into, which allowed for the variation of 
completion dates, including the completion of "the initial part of the development by June 
1990".28 

Thus the Haysons involvement in the development of this site again appears to have benefited 

25 

26 

27 

28 

DHA Briefmg Note, dated I September 1989, from Di Talty, Manager, Development, to Terry 
Jones,CJener.alManager 

Sydney Morning Her.ald, 14 March 1995. 

Minutes of Evidence 21 June 1995, p. 2 

Submission No 5, DHA, Price Waterhouse report, p. 6 
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from a sympathetic hearing from the (previous) Board of the Authority. 

By July 1989 Uras had approached the Authority with further requests for extensions of time, 
with the initial phase to be completed by March 1991 and phase 2 by August 1993.29 

In July 1989, a new board was appointed. Mr James Graham, with a background in 
engineering and merchant banking, became Chairman. 

By November 1989 problems were still occurring on site and to the management of the 
Authority it was "quite clear that Uras cannot comply with the completion date for stage 2 
and unless a variation to the Agreement is made will be in default with relation to stage 2 by 
June 1990. "30 

The Authority was clearly considering its options for it was advised by its solicitors in 
December 1989 that 

... in considering the concessions which Merlin seeks in relation to its Agreement for 
Lease it is appropriate to also consider both obligations of Merlin which have not as 
yet been fulfilled and also any additional requirements which DHA may have in 
relation to the project. We considered that it was not appropriate to resolve matters 
piecemeal with Merlin but that the appropriate approach was to look to clarify all 
matters in issue between DHA and Merlin together".31 

The advice went on to say that : 

.. we have prepared a draft schedule of obligations and record of Merlin's 
performance to date, and, with a view to clarifying the position and ensuring that our 
understanding was correct, we inspected the site on 10 November 1989 .... That 
inspection confirmed that the only apparent works completed by Merlin to date are 
the hoardings around the perimeter of the site and the foundations. 32 

The General Manager of the DHA outlined his concerns about the site in a Memo to the 
Chairman in December 1989, describing the Darling Walk site as "an embarrassing eyesore". 
He initially considered recommending that "Uras Holdings not be given an extension of 

29 

30 

31 

32 

DHA Briefmg Note, dated 1 September 1989, from Di Talty, Manager, Development, to Terry 
Jones, General Manager 

DHA Briefmg Note, dated 23 November 1989, from Di Talty, Manager, Development, to Terry 
Jones, General Manager 

DHA Briefmg Note, dated 23 November 1989, from Di Talty, Manager, Development, to Terry 
Jones, General Manager 

Letter, dated 1 December 1989, from Sly and Weigall to DHA 
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time", in which case the site would "revert to the control of the Authority. 

However, in view of Merlin's longstanding involvement in the Darling Harbour Project and 
the need to maintain some momentum" he reconsidered this approach. Instead he 
recommended amending the Agreement for Lease to provide-that Uras develop the_site 
"under very strict controls" including the establishment of milestones which would incur 
default or penalties if not achieved and the relinquishing of stage 3. 33 

• 

In January 1990, in a briefing note for the Premier, who was meeting with Tom and Ian 
Hayson of Merlin, the General Manager further outlined the difficulties being encountered 
with the site. He pointed out in particular that "Merlin has not paid for the site as the 
Authority only receives revenue as the stages come on line, delays to the project therefore 
have no impact on Merlin's fmancial position but affect the Authority's projected income"34

• 

As Mr Jones conceded to the Committee in evidence, part of the cost to the Authority of the 
delays on site was in "foregone rent"35 from Merlin. 

In February 1990, the Chairman of the Authority met with Ian Hayson, chief executive of 
Merlin International, developments on the Darling Walk site and the possibility of a revised 
timetable. The Chairman reported details of the meeting in a memo to the Authority's 
Managing Director.Mr Hayson was told that any new agreement would include a 
commitment to pay rent from 30 November 1991 on the total site, which would be a 
"minimum base rent irrespective of whether the project was completed in either whole or 
part" and that the Authority would have to review the use of the site if Merlin could not have 
the finance firmly committed by 30 June 1990. 

However, the Chairman also pointed out the Authority's desire to support the Hayson group, 
"as is reasonably practical", given the support provided by the Hayson Group to Darling 
Harbour in the past".36 

The General Manager advised the Minister's office on 20 June 1990 that following a meeting 
that day with the developer, it appeared "inevitable that finance will not be available" by the 
due date and that the board had resolved on 19 June that, in these circumstances, "formal 
legal action would probably be necessary:"37 

33 

34 

35 

36 

37 

Memo dated 12 December 1989, to Chairman from General Manager 

Memo dated 15 January 1990, from Terry Jones to Ken Baxter 

Minutes of Evidence 21 June 1995, pp. 12, 13 

Memorandum dated 7 February 1990, from James Graham to Terry Jones 

Memo, dated 20 June 1990, from Terry Jones - General Manager, to Carmel Carnivale -
Minister's Office 
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The Authority had two reasons for its increasing concern about the lack of progress on the 
site, obvious from late 1989. Firstly, there was no revenue being generated for the Authority 
and, secondly, the impact of such an eyesore, as the construction was deemed to be, on the 
rest of the Darling Harbour operation, was thought highly undesirable. 

On 29 June 1990 a new Deed of Variation was entered into between Uras and the Authority 
granting a further extension of time, on the proviso that funding for the project would be 
finalised by 30 September 1990. Under the terms of the agreement the developer was to 
arrange funding for construction and completion of Stage 2 works, in the vicinity of $140 
million, not later than 30 September 1990 with construction to be completed no later than 30 
July 1992. Further, ifUras failed to comply with its provisions, the Authority could terminate 
the agreement and consider alternative uses of the land by third parties. 38 

While this extension was the first granted to Uras by the new Board of the Authority, it does 
continue the pattern established by the previous Board of apparently accommodating Uras' 
requests for extensions of time on the site, rather than cutting ties with Uras and seeking a 
new developer. 

In a briefing note to the Board Meeting on 18 September, the Authority management said it 
believed the developer would not be able to comply with this new agreement, an interesting 
conclusion only 3 months after providing Uras with an extension. Management set out the 
options available in the circumstances. These options were: 

• Termination on 30 September. This was regarded has having no benefit as there was 
no alternative lessee or land use option immediately available 

• Allow current Deed to run. It was felt that the developer would not obtain fmance 
with "immediate termination provisions" applying, and alternative land uses with a 
satisfactory fmancial return in the prevailing market place was deemed unlikely. 

• Accept the new phased development proposal for stage 2 subject to a number of 
conditions. 39 

In the event, as expected, Uras was unable to comply with the terms of the June 29 
agreement. On 5 October 1990 the Authority notified Uras, the mortgagees and the 
guarantors that the Agreement for Lease had been breached. 

However, in the same letter, the Authority also informed those same parties that it was 
prepared to consider acceptable proposals for a phased development, provided that new 
funding could be found and construction deadlines met. Yet again U ras appeared to have 
shown considerable skill in convincing the Authority of its ability to complete the 
development of the site. 

38 Darling Harbour Briefmg Note: 12306.DT 

39 Briefmg Note, Authority Meeting No 97, 18 September 1990 
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(v) Memorandum of Understanding (November 1990) 

On the 9th November 1990, the Authority indicated to Uras (Merlin) and its bank that it 
would be "prepared to favourably consider a Memorandum of Understanding" provided Uras 
and its financier satisfied a number of conditions which the Authority-set out. This .document 
would provided the basis for further negotiations between the Authority and Uras and 
ultimately a more detailed contract. 

The Memorandum of Understanding, executed on 29 November 1990, dealt with a number of 
issues such as liquidated damages and rent. It also excluded from the project the Stage 3 land, 
0.38 ha on the waterfront promenade, which was separated from the rest of the site by 
overhead freeways. 

Essentially the Memorandum of Understanding set out options for the future development of 
the site, one of which included the provision of funds for the rehabilitation of the site on an 
interim basis. Specifically, the options were: 

(1) Uras' bank would provide a significant portion of the funding for the entire 
project (stages 1 and 2, but not 3) by way of syndication and the DHA would 
agree to a new timetable for development of the project; or 

(2) If the bank thought it could not syndicate the financing it would provide up to 
$5 million for rehabilitation of the site on the basis that Uras could postpone 
commencement of construction for between 2 and 5 years. 

On 7 December 1990, the bank elected to follow the second option, which formed the basis of 
a new agreement. Consequently, a new Agreement for Lease was negotiated and signed on 3 
July 1991. This is the current contract between the Authority and the developer and is the 
document referred to in the Committee's terms of reference. 

(vi) Interim Use (1991 - 95) 

On 5 and 15 January 1991, the Authority advertised for expressions of interest for the short 
term lease of the site (Stages 2 and 3 ). It was stated that preference would be given for 
proposals utilising the sites for "entertainment, recreational, tourist or cultural purposes".40 

Ten proposals were received, of which five were put to the board as having merit for further 
consideration. 

GamePlan Sports and Leisure Pty Ltd, a company set up by John Curtis and Brad Drewitt to 
develop sports and leisure facilities, was selected from ten tenderers for the interim use of the 
site. GamePlan's proposal for a sports centre was accepted by the Authority, albeit in an 

40 DHA Meeting No 101- 19 February 1991 
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amended form, the Authority having rejected the go-karts and amusements such as mini-golf. 
Construction began in September 1991. 

GamePlan were retained as consultants during the design, development and construction. The 
complex was officially opened April 1992 (except for the Gymnasium) and GamePlan was 
successful in gaining the management contract. The company currently manages and markets 
the centre. 

The costs of the major components of the development for the designated interim use were as 
follows: 

$ 

Preliminary/ Temporary Works . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 623,000 
Demolition, Site Clearance, Filling, Compacting . . . . . . . . . . . . . . . . . . . . . . 345,000 
Roadworks, Walls, Paving ........................................ 510,000 
Site Services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 370,000 
Gymnasium, Restaurant & Pro-shop ............................... 1,250,000 
Court Construction and Fencing ................................... 400,000 
Amphitheatre/ Bridge Works ...................................... 190,000 
Soil, Planting and Irrigation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 250,000 
Professional Fees ............................................... 586,000 
Plant and Equipment ............................................ 714,000 

TOTAL $5,238,000 

According to the Authority 
the total amount included an Authority contribution of$238,000, approved 
initially by management on its own authority, for additional equipment to 
ensure the gymnasium and the restaurant were adequately equipped; 
Half of these costs ($2.5 million), would have been required to convert the 
site into a public park of appropriate standard. The other half ($2.5 million) is 
attributable to the sports centre.41 

(vii) Current Agreement For Lease (since 3 July 1991) 

The objective of this agreement, which essentially ratified the principles agreed to in the 
Memorandum of Understanding, was to rehabilitate the site while providing time for the 
developer to arrange finance from sources other than the bank in question. In the view of the 
Authority an interim use of the site was needed because Merlin "in the current climate ... 
were unable to raise sufficient capital to ensure completion of the development". 42 

41 

42 

Letter dated 13 April 1995 from General Manager, DHA, to Minister Knight 

Letter dated 12 December 1991 from Di Talty, Manager, Planning and Development, DHA to Mr 
RR Leitner 
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Accordingly, Merlin "funded interim development of the site as a sports facility".43 It was, 
however, still the intention of the Authority "that a major development will occur on the site" 
and to achieve this goal,44 "the Authority has given the developer 4-5 years in which to get 
the finance in place".45 

The Agreement provided the developer (Uras/Merlin) with an option to construct the project 
within a 30 month period commencing at any time between 31 May 1993 and 31 December 
1995, following the giving of 6 months notice of its intention to construct. On completion of 
construction the proposed lease would be executed for a period of 41 years with two options 
for renewal of 21 years - a total possible term of 99 years. 

In the meantime the site was to be rehabilitated and used on a short term basis for a minimum 
of 18 months by the public or an interim user. This interim was to be funded by the 
developer (that is, by the developer's bank) at a cost of up to $5 million. Of this sum, $1 
million was to be paid immediately and the balance was to be placed in an account to be 
drawn on by the Authority as needed. 

In summary, the main points of this agreement (a copy of which is in Appendix E) are: 

• At any time between 30 November 1992 and 30 June 1995, Uras could elect to 
exercise its option to occupy the land in order to construct the agreed Darling Walk 
project. Following satisfactory completion of the works, the DHA would lease the 
land to Uras for a period of 41 years with two 29 year options (a total of 99 years). 

• Uras could exercise this option by serving notice ("election notice"). The developer 
was entitled to commence construction six months after the serving of the "election 
notice" subject to the Authority being satisfied that a number of conditions had been 
met, including: 

the arrangement of funding for construction and completion of the works; 
the submission of Plans and Specifications, a permit application and a Works 
programme; 
demonstration that a building contract with respect to the works could be 
secured. 

• In the interim period (that is from 3 July 1991 until the developer was legally entitled 
to occupy the land) the Authority was entitled to allow the land to be used by an 

43 

44 

45 

Letter dated 12 December 1991 from Di Talty, Manager, Planning and Development, DHA to Mr 
RR Leitner 

Letter dated 12 December 1991 from Di Talty, Manager, Planning and Development, DHA to Mr 
RR Leitner) 

Letter dated 1 October 1991, from Terry Jones, General Manager, DHA to Mr E Whittaker 
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interim user at the absolute discretion of the Authority. The term of any arrangement 
with the interim user could not expire later than 31 December 1995. The arrangement 
could be terminated with 6 months written notice; 

• The developer agreed to pay up to $5 million to rehabilitate the land to a state suitable 
to be used by an interim user or the public. $1 million was payable immediately with 
the remainder to be paid as the work progressed. The Authority received payment 
only for the interim development up to $5 million. Any of the $5 million not 
expended by the Authority on this development was to remain with the 
developer's bank. 

• The Authority returned to the developer a Bank Guarantee held under the previous 
lease agreement; 

• The Agreement and Lease could be terminated if the Lessee failed to comply with its 
obligations under the agreement, with the land reverting to the Authority; 

• The Lessee was to provide $500,000 Bank guarantee as security, on or before the 
occupation of the site; 

• The Lessee could assign the Agreement for Lease; 

• After the lease commenced, a percentage of admissions and concessions income was 
payable to the Authority as rent. Specifically, the percentage of Admissions Income 
payable as rent commenced at 4% in year one and increased to 8% in year 10; while 
the percentage of Concessions Income payable as rent started at 7% and increased to 
8% in year 10. 

(viii) Darling Walk (July 1991 -June 1995) 

While not directly related to the Committee's terms of reference, this section of the report 
outlining events to date is provided for completeness and public information. 

(a) Uras 

While the Authority was developing the interim use of the site, Uras was endeavouring to 
obtain the finance for the eventual development. In August 1991, it was reported that Merlin 
believed the "fmanciers will soon be jumping to invest in the park, which is expected to 
attract four million visitors a year". Merlin expected "to have substantial funding by June"46

• 

The park would be "a cross between a modem Luna Park and Disneyland" and include "a 
space theatre, restaurants, alfresco cafes, food outlets and shops". Mr Rayson said that 
"parents can leave their children in the amusement park while they try their hand at blackjack 

46 Daily Telegraph Mirror 15 August 1991 
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[in the nearby casino]". The park would "be open by the end of 1994" Merlin stated. 47 

However, these plans did not come to fruition and Haysons considered alternative 
developments. In September 1993, the Rayson Group sought Authority approval for 
entertainment, retail, food and restaurant uses and some 200 residential apartments_ "in three 
mid rise blocks". The Authority rejected the proposal on the grounds that the general public 
would be excluded from the area. 

Haysons then presented a second proposal for a budget hotel with entertainment and food 
retail use. The Authority concluded that there was "no justification for a consideration of a 
change of land use in the Darling Walk project" at this time."48 

Mr Rayson had decided that the use of the site for purely entertainment purposes was 
hindering development. Presumably, this was the reason for his support for a hotel 
development, 49 a point confirmed by him in further correspondence. 50 

Mr Rayson pursued this hotel-style development on the Darling Walk. In February 1994, he 
informed Terry Jones that Uras' "plan to combine a special type family oriented hotel with 
the entertainment centre on Darling Walk has met with unanimous enthusiasm from 
experienced hotel operators and investors in this type ofproject".51 Mr Rayson enclosed 
supporting material. He wrote on the same day in similar terms to Minister Webster stating 
that "we now have the funding in place" for the hotel /entertainment development. 52 Mr 
Rayson was informed that the Authority had rejected the proposal on the grounds that it 
considered the hotel an inappropriate development on the site and that such a change in usage 
of the site would necessitate a call for expressions of interest. s;3 

Mr Rayson was certain that this development would have been successful. He told the 
Committee that his "twenty-first century interactive, entertainment hotel" was viable because 
he "was knocked over in the race for it" as "some of the greatest hotel people in the world 
wanted to be part of it". Somewhat paradoxically, he felt that the current proposal for the site 
(see Sega Ozisoft proposal below) was the "ideal" proposal for the site because 

47 Daily Telegraph Mirror 15 August 1991 

48 Ministerial Briefing Note for meeting with Tom Hayson, 3 November 1993 

49 Letter dated 1 December 1993, from General Manager, DHA, to Mr Tom Hayson 

so Letter dated 7th December 1993, from Tom Hayson, to General Manager, DHA 

51 Letter 24 February 1994, from Tom Hayson to Terry Jones 

52 Letter 24 February 1994, from Tom Hayson to Minister Webster 

53 Letter dated 21 March 1994, Terry Jones to Tom Hayson 
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"entertainment ... is the missing link" in Darling Harbour. 54 

From the inception of the Darling Harbour project in the early 1980s, a master plan had been 
developed for the area. This original plan did not envisage that sporting facilities would be 
developed on the Darling Walk site. 

In 1993, the Authority carried out a review of this original master plan. This review now 
identified "sporting" and "entertainment" land uses within Darling Harbour as having highest 
priority55

• The review also determined that, should the entertainment development not 
proceed on Darling Walk, the sporting use of the site should be consolidated with 
"complementary recreational/ entertainment uses". 56 

(b) Sega 

In July 1994, Sega Enterprises, a very large Japanese company specialising in entertainment, 
announced plans to expand its video and virtual reality activities into shopping malls and the 
city area, as well as its plans for a number of Sega World indoor theme parks to be "purpose 
built on sites of 10,000 sq m to 15,000 sq min high traffic areas such as retail and tourist 
precincts for up to $50 million each"57

• Sega claimed to have received calls from hundreds of 
developers, landlords and investors to join these projects. 58 

In July 1994, Tom Rayson wrote to the Authority with regard to discussions between Uras, 
Sega Ozisoft, Sega's representative company in Australia and New Zealand, and a bank59

• Mr 
Rayson in his letter to the Authority went on to say that Sega' s Theme Park, which "they 
contemplate on Darling Walk, will be a great acquisition to Darling Harbour and to 
Sydney". 60 

Uras was clearly keen to assign its lease to Sega Ozifsoft, and the management of the 
Authority met with Sega Ozisoft on 27 July 1994. 

54 

55 

56 

57 
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59 

60 

Minutes of Evidence 21 June 1995, p. 33 

Darling Harbour Authority, Master Plan Review, Summary and Findings, pp 6,7 

Darling Harbour Authority, Master Plan Review, Summary and Findings, p10 

Australian Financial Review 21 July 1994 

Australian Financial Review 21 July 1994 

The PAC has agreed to the Authority's request that the bank not be identified, for reasons of 
commercial confidentiality. 

Letter dated 29 July 1994, from Tom Hayson, Uras, to Di Talty, Manager Planning and 
Development, DHA 
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In October 1994 Sega Ozisoft outlined to the Authority the changes which it wanted made to 
the Agreement for Lease. The Authority advised Sega that ''the development is to be high 
quality and family oriented"61

• It wanted attractions "to be unique and festive in character 
with an emphasis on interaction and group activity so that a place of interest for both 
participants and observers is created. "62 

Mr Jones, in February, advised Jacfun Pty Ltd, the "project team ... established to develop" 
the Darling W alk63, that the Board was concerned "as both Lessor and development consent 
authority that the Sega World concept may prove to be incompatible with the Authority's 
desired objectives re the development of the Darling Walk site. "64 

Mr Jones appeared to share Uras' keenness to assign the lease to Sega. In March 1995, he 
detailed the situation to Minister Webster 65

• He acknowledged the "considerable disquiet 
within the community and the Board" with regard to the Sega proposal, and pointed out that 
the proposal was not another amusement arcade similar to the "large indoor games parlour" in 
George St, but rather but an "upper level high-tech fun park" with eight different zones and 
"rides" "similar to those which can be found in Disneyland or Movieworld". Mr Jones 
informed the Minister, without quoting his sources, that it was anticipated that the Theme 
Park would attract between 500,000 and 750,000 visitors annually, returning over $1 million 
annually to the Authority. Currently the sporting complex caters for about 8,000 and provides 
virtually no net income66

• 

Minister Webster wrote to the Chairman of the Authority on 20 March 1995. He expressed 
his concern about the perception of a pinball parlour on the Darling Walk and requested that 
the Authority not approve any development until it was satisfied that such development was 
"in keeping with the Authority's commitment to maintain its integrated educational, 
recreational, cultural and commercial aims ... ". Accordingly, the Minister requested to see the 
Board's recommended development prior to approval and stated that the approval process 
should include the identification of"an appropriate alternative location for [the] sports 
facilities". 67 
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Letter 24 February 1995 from Terry Jones to Kevin Benneister 
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Accordingly, the Authority is working to identify an alternative site either within or outside 
Darling ~arbour. The Chairman told the Committee: 

Mr GRAHAM: .... and the community, which we have a responsibilicy to try to 
serve. In that regard, we would be aiming to encourage the proponent to be dispo_sed 
perhaps to making some contribution to the establishment of an alternative sporting 
facility. We have, with the Minister's support, entered into a process of discussions 
with the city council and with City West Development Corporation with a view to 
trying to identify an attractive and appropriate alternative sporting facility. It may 
well be that that happens to fit within a wider issue which the city council has very 
much in mind-to have a swimming complex. The council would like to see some 
swimming, tennis, and multi-purpose facilities created, and we are working with 
them to achieve that. If we can negotiate an outcome with the incoming proponent to 
help to facilitate that in any financial way, we will do so.68 

In evidence, Mr Graham confmned that the Sega usage conformed with the master plan for 
the site. 

Mr GRAHAM: ... About 12 or 18 months ago we revisited the master plan of 
Darling Harbour and went through an inordinate amount of consultation with the 
community, with our neighbours and with all parts of government that may have an 
interest in the facilities and the amenity of Darling Harbour. Again it was reiterated, 
as a result of that review of the master plan, that the retention of an entertainment 
area along the lines of that now in front of the authority for its determination was 
appropriate and proper in that location. So I hope that we will be very balanced in 
our approach and, to the extent that the current circumstances permit us to negotiate 
an outcome which maximises the broader interests, we will certainly seek to do so.69 

The following extract from the evidence of Mr Bermeister, Managing Director from Sega 
Ozisoft/Jacfun is provided for public information on Sega's plan for the site: 

Mr ROGAN: ... Could you briefly explain what a theme park is? ..... 
Mr BERMEISTER: .... The pictures I am showing you include a product called VR 1 
which is a 32-person moving platform simulator using virtual reality headset 
technology. This is the peak of the technology that Sega has developed. In each 
major attraction there is a preconditioning element. The ride takes about three or 
four minutes but the actual experience is 15 minutes. For example, at the VRI 
theming area, 32 people arrive at one time. This is an internal space ship 
environment. The idea is that the planet Earth is being attacked by aliens and the 32 
people are put into the space station and are supposed to be transported out to space 
in this vehicle. As they get out to space there are very large-scale monitors, actors 
and actresses who have been prerecorded in video to tell the story and to 
precondition people for the ride. 

68 Minutes of Evidence 21 June 1995, p. 22 

69 Minutes of Evidence 21 June 1995, p. 21 
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Halfway through the video two actors rush in through doors with smoke coming out of their 
hair and with tom uniforms and start screaming and shouting that there has been an attack. 
All the people have to go immediately to the space station and enter the ship that they will be 
using to defend planet Earth. All the people progress through a set of automatically opening 
doors and are ushered in darkness onto the reality platforms. They are seated in a designed 
seat which has two controllers on either side of the armrests. There-is a headset which they 
pick up and place on their heads and screw some bolts in at the front until it is comfortably 
locked in position. From that point they are projected into a fully animated world 
environment. Regardless of which direction they tum, either up or down, it is animated. For 
example, if they look down they will see their legs in animated form. If they look to the left 
they will see a person, but that person is animated. If that person is facing them they can see 
the headset because it. is in real-time. 

The person is then pushed on to the platform and shot out into space and travels through 
space down to planet Earth, all the time defending against the alien attack. The headset is 
what is called a heads-up display to lock on to the enemy and attack the enemy. The person 
goes through planet Earth's streetscapes and cityscapes and a variety of environments. In 
each game there is a winner. The more spaceships shot down the higher the score. If at the 
end of a ride there is a red flashing light next to someone's seat, then that person is the winner 
and is awarded a certificate. That is an outline of the nature of the experience. There are six 
experiences like that, ghost hunters, rail chasers, VRI, VRD and others ..... 

Mr ROGAN: Is it of a similar scope to Intencity where there has been adverse publicity 
about a fellow in his early twenties who spent $1,000? 

Mr BERMEISTER: No, let me give you some differences between Intencity and what we 
are proposing. Our theme park is very much more along the lines of Disneyland, as opposed 
to Intencity which does not have the character theming and the development of Disneyland. 
To give you some idea, Sega owns a number of intellectual property characters, including, 
Sonic the Hedgehog, which is its main character, Tails, Knuckles, Dr Robotnik, and many 
others. The internal section of the theme park will be themed in a tropical jungle feel. This 
is an internal section which stretches 200 metres, so it is a very large internal walkway which 
then leads off in subdirections to each of the major attractions. In this internal walkway will 
be animatronic characters of Sonic and Tails and all his friends; there will be what is called a 
four-D sound system, which is a sound environment that is created in the park. As you travel 
through the park, birds in the trees will make their sounds and they will travel along with you 
while you are walking through the park. 

The experience is one of a Disney feel. Our characters will become a very prominent part of 
the internal Sega world facility. We have appointed Mary Lopez, who is creator/director of 
this project. Mary does the Sydney Schools Spectacular; she choreographed the recent dance 
for the Pope's visit; she does the entertainment at halftime for much of the football; and she 
will be coordinating and controlling all of the Sega characters in the park so that without any 
doubt every person visiting Sega World will bump into Sega's characters and will experience 
people in costume who will interact with them in a way similar to the way in which he or she 
would interact with Disney's Mickey Mouse, Donald Duck, Pluto, Goofy and some other 
characters. We have a very different feel to the Intencity feel. 

The other thing about Intencity is that it has a role-playing game called Red Dwarf; also 
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called Battletech. These products encourage continued development of your character in this 
virtual world. The person who spent $1,000 is determined to be the best performing 
character in that virtual world. As you play more and more, so your character in this 
computer environment develops more and more strength and attributes. So the more you 
play with this character and the better you get with this c~aracter in_this world, the stronger it 
will be and therefore your character, at some future point, will be able to compete- against 
others, win and be the controller of this virtual world environment. This particular person is 
determined to achieve that status, and, as a result, is driven to spend more and more money in 
the process. These attractions are based around the world, have been for quite some time, 
and with the Internet this type of activity is growing. By the very nature of that process 
people are attracted to frequent usage of that environment, as opposed to our environment, in 
which there are certainly no games of that nature. They are fun rides and fun activities. 
They do not have any long process ..... 

Mr BERMEISTER: It is sometimes difficult to answer some of these questions as a 
director of Jacfun. I really need to answer these questions as a director of Sega. In that 
respect I am talking in specific detail of the theme park and the theme park elements. The 
nature of the technology that is emerging as opposed to 1 0-pin bowling alleys or products of 
that type which had fixed environments and fixed usages, the intention of the six major 
attractions-and there are a number of minor attractions, totalling approximately 200 in and 
around the facility-is to exchange or rotate new attractions into the site over a period of 
three years. From zero to three years the entire internal aspect of the theme park will have 
changed completely. Every one of the attractions will be different and the internal theme 
will also be different.. .. 

With the development of new technology that is the main focus of our activities in terms of 
increasing and sustaining frequency of visitation to the park. These are like new movies, in a 
sense. One of the attractions we have planned is called "Alien", which is a joint venture 
between Twentieth Century Fox and Sega. It is the creation of a walk-through environment 
taken from Alien the movie. In my opinion, the future development of theme parks will start 
to trend in this direction, so Batman Forever, for arguments sake, which is a current movie 
release, will also share a themed ride in that park for a period of six, eight or nine months 
during the time the movie is released. It is a part, a component of future life themes and 
future development of these sorts of properties worldwide. As we go out for the next five, 1 0 
or 15 years our vision is that this will continue to evolve in that direction. 70 

70 Minutes of Evidence 21 June 1995, pp 51-54 
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A. DHA'S OPTIONS IN 1990 

From the chronology of events, it is clear that the Darling Walk site has proved to be a 
problem for the Authority since the inception of the Darling Barbour project. However, 
events in 1990, specifically, the failure ofUras to meet its 30 June deadline, provided the 
relatively new Board with an opportunity to address the issue. Under its terms of reference, 
the Committee must consider if the Authority's decision in 1991 to construct sporting 
facilities was appropriate. 

The agreement reached on 29 June 1990, required Uras to "arrange for the construction and 
completion ofthe initial stage of the project by 30 September 1990" (see page 15 above). If 
Uras did not comply with the provisions of the agreement, the Authority "had the right to ... 
serve a notice of immediate termination" and "was entitled to examine and consider alternate 
uses of the land ... with third parties"71 

• When the developer failed to comply on 30 
September 1990, the Authority was faced with another missed deadline on the part of the 
developer. 

In deciding upon a course of action at this time to resolve the problems being encountered on 
the Darling Walk site, the Authority had three options: 

(i) Provide Uras with a further extension 
(ii) Terminate the contract and fmd another developer 
(iii) Negotiate a new arrangement with Uras. 

Each of these is dealt with separately below. 

(i) Provide U ras with a further extension 

According to the Chairman, the new (1989) Board was not convinced of the viability of the 
proposals for the Darling Walk. Mr Graham, told the Committee that 

Mr GRAHAM: .... When the proposal was at a stage at which it could be seriously 
evaluated by the authority the authority expressed to the principal lessee on a number 
of occasions its reservations that the approach that had been undertaken was 
excessively ambitious having regard to the size and structure of the Australian 
market. Despite the concerns expressed by the authority in relation to the particulars 
of the proposal advanced by the lessee, the lessee continued to express professional 
optimism in terms of its capacity to undertake and develop the site in that way at an 
early date ... 

My concern was that the scale of the proposal was beyond the reasonable commercial 
expectations of the marketplace to finance and deliver adequately. The lessee, however, 

71 DHA Submission No.5, Price Waterhouse Review, p. 7 
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certainly had involved in its group a wide range of professional consultants who sought to 
allay that concern. As I indicated a moment ago, the authority's view was that the lessee was 
overly ambitious in its proposals, and the authority expressed that view to the lessee on many 
occasions. 72 

- -
Even under the newly negotiated 1991 arrangements, the Authority still harboured ·some 
doubts about the ability of Uras to complete the development. Mr Jones told the Committee 
that, in his opinion, the option "would be exercised almost at the end of the [interim] period", 
(i.e.) June 1995) 73 suggesting that Uras would need all the available time to finance the 
project. 

Mr Jones further explained to the Committee the problems for such developments in 
operating on a stand-alone basis: 

Mr JONES: ..... I have been involved in approximately three trips overseas since I 
became the general manager [in 1989] and I have seen a number of theme parks, all 
of which have been operated by companies such as Disney that operate several theme 
parks. It was when the authority received the present proposal from the company 
related to Sega Japan that I basically came to the conclusion that it was very difficult 
for the private sector to come up with a single theme park not related to other theme 
parks all over the world. 74 

These concerns were well founded, as Uras, even after the 4 years allowed under the 
agreement to raise the finance for the development, is still unable to do so and will not be 
able develop the site, as Mr Hayson confirmed this to the Committee: 

Mr ROGAN: .. .If your company Uras Holdings Proprietary Limited does not sign 
the lease to Jacfun Proprietary Limited, will Uras be in a position to develop the 
project? 
MrHAYSON: No. 
Mr ROGAN: You are not? 
MrHAYSON: No.75 

It was obvious that the previous extensions to deadlines had not resolved problems with the 
site. The September 1990 deadline, according to the Authority, "represented the first 
opportunity for the new Board of the Authority to implement effective management of the 
project". The developer had not performed and the Authority concluded that "In those 
circumstances your rights to continue to develop this site in the way it has been anticipated 

72 Minutes of Evidence 21 June 1995, pp. 2, 3 

73 Minutes of Evidence 21 June 1995, p. 18 

74 Minutes of Evidence 21 June 1995, p. 3 

75 Minutes of Evidence 21 June 1995, p. 27 
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will have to be tenninated"76 and Board sought "alternative ways to develop the site"77
• 

According to the Authority, therefore, no extension of time was considered. Instead, as will 
be seen below, the Authority negotiated a new arrangement with Uras, which, in effect, 
included a number of conditions and penalties. Based on the history of this site, which is one 
of continual delays, any decision not to sjmply provide the developer with another extension 
of time is supported by the Committee. However, the Committee is of the view that, while the 
negotiation of a new arrangement with Uras is technically not simply extending the existing · 
contract, it is, in effect the next best thing to providing Uras with a further extension on site 
and thereby continuing the problems on site. Uras' problems did in fact continue as it 
ultimately proved unable to complete the development. 

(ii) Terminate the contract and find another developer 

~ile the Authority chose not to extend Uras' existing contract it also chose not to remove 
Uras from the site and find an alternative developer to take over the project. The Authority 
cited three reasons for this: those of a legal nature, those relating to the prevailing recession, 
and those stressing the time factor. These are each dealt with separately below: 

(a) Lega!Reasons 

Although the developer was in breach of its agreement, the Authority felt that the 
considerable fmancial investment already made to the development by Uras' bank would 
mean that a legal battle over the matter was virtually certain: 

Mr GLACHAN: Legally, could you have got out of an arrangement with the other 
people and taken someone else if they had come along? .... 
Mr GRAHAM: It is practical to say that there would have been total default and a 
total surrender of the site. I am sure that if we had done so we would have ended up 
in a legal dispute. 
CHAIRMAN: But the people you were dealing with breached their contract 
anyway, did they not? 
Mr GRAHAM: Yes. If people had spent $3 5 million on developing the site they 
would have argued under the arrangements with the previous management and the 
previous board that this had been an agreed course of action. They would have said 
that they had spent $3 5 million of their money in meeting the requirements of the 
authority and they would certainly have pursued a legal claim against the authority. 
That would have been supported by the bank, which would have lost the entire 
security upon which its position was dependent. We would have had a site which 
was very much the subject of a public commercial dispute. That would have 

76 Minutes of Evidence 21 June 1995, p. 9 

77 Submission No 5, DHA, Price Waterhouse report, p. 12 
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undermined our ability to encourage an alternative commercial operator to come in 
and spend, say, $50 million to $75 million, which would be an appropriate amount of 
money.78 

The Committee notes, however, as was pointed out above (p~e13), ~at Mr Jones had 
advised the Chairman in December 1989, while considering the previous request for an 
extension of time from Uras, that his initial response was that the extension not be granted 
and the site be allowed to revert to the Authority. He went on to say that he softened this 
position because of the "need to maintain some momentum [on the site]" and because of 
Uras' longstanding involvement in the Darling Harbour Project. He makes no mention of a 
legal obstacle. 79 

In October 1990, in the midst of negotiations following the notice of default, Sly and Wei gall, 
the Authority's solicitors, sought legal advice on the Authority's obligations to again call for 
expressions of interest if Uras' involvement or interest in the project were reduced. The 
advice to Sly and Weigall was that, should the agreement be terminated or Uras' involvement 
be substantially reduced, it would be legally prudent to again call for expressions of interest. 80 

More importantly and critically, Sly and Weigall advised the Authority in June 1990 (that is 
as the June deadline was approaching): 

that " ... in the event that the Conditions are not complied with it would be 
appropriate to terminate the Agreement to Lease on the basis that Merlin would be in 
breach of Clause 4 of the Deed of Variation of the Agreement to Lease dated 16 
February 1989 ... Following a termination of the Agreement to Lease the Authority 
would be at liberty to negotiate a lease and development program for the Darling 
Walk site with new parties".81 

The advice went on to say that certain procedures would need to be followed and that 
"principles of law such as waiver, estoppel, reasonable notice and 'time of the essence' 
should be considered"82

• The advice also canvassed the issue of damages and concluded that 
"a breach by Merlin will also give rise to a claim for damages by the Authority against 
Merlin"83

• 

78 Minutes ofEvidence 21 June 1995, p. 14 

79 Memo dated 12 December 1989, to Chairman from General Manager 

80 Memo dated 26 October 1990, to Sly and Weigall from I Ellis-Jones 

81 Letter dated 15 June 1990 from Sly and Weigall to Darling Harbour Authority management, pi 

82 Letter dated 15 June 1990 from Sly and Weigall to Darling Harbour Authority management, p4 

83 Letter dated 15 June 1990 from Sly and Weigall to Darling Harbour Authority management, p4 
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The Committee finds the advice from the Authority's solicitors compelling. While the advice 
identifies legal issues to be considered, it does not suggest that the Authority would be ill 
advised to pursue the matter in the courts. Indeed it suggests that far from Haysons suing the 
DHA, it was open to the DHA to sue Haysons for breach. The Committee would not wish to 
be encouraging frivolous or trivial legal action, but it has received no evidence that the 
problems on the site were the fault of the Authority. Accordingly, the Committee is of the 
view that the Authority could have pursued its legal rights more vigorously. 

If the Authority had followed the advice of its own solicitors to the effect that legal action 
was open to it, one result could have been that the Authority would not have been constrained 
in seeking another developer. A better deal for the Authority might have resulted. 

The Committee thus treats with some reservations this first DHA argument for not seeking 
another developer. 

(b) Lack of potential developers 

The Authority suggested that in the prevailing economic climate, it would have been 
"impossible" to fmd "an alternative developer in those days", it being" ... a very difficult 
climate in which we were then operating". 84 

The Price Waterhouse review supported this position, stating that "the economic climate in 
the late 1980's I early 1990's was such that it was exceedingly difficult to find alternative 
developers for the site"85 

• In evidence, the difficulties of the economic climate were again 
stressed: 

Mr FEELY: I would agree with it, and I shall explain why. My experience with 
Price Waterhouse-! audited a number of banks. I know what the banks were going 
through in 1990 and 1991. They simply were not prepared to lend for that type of 
development. It would have to be a fairly first-class facility with minimal risk for 
them even to consider it. They had so much exposure. So the evidence and my 
experience suggest that it would have been very difficult to get finance. 86 

In its submission to the inquiry, Keys Young state that ''the city's 'boom/bust' cycle of 
development in the 80's and 90's produced many abandoned sites".87 

The Authority also felt constrained from advertising for alternative developers because of its 

84 Minutes of Evidence 21 June 1995, p. 12 

85 DHA Submission NoS, Price Waterhouse Report, p. 13 

86 Minutes of Evidence 21 June 1995, p. 42 
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existing contractual obligations with Uras. It had, however, endeavoured, in a determined but 
informal manner, to find an alternative developer for the site, according to the Authority: 

Mr GRAHAM: We did seek at that time, in recognition that a potential problem 
was emerging, to engage in discussions with many of the substantial international_ 
entertainment operators, but we were unable to attract any interest in any expansion 
of business in the economic climate that then prevailed. 
Mr TRIPODI: Do you have any documentation of those attempts to engage other 
businesses? 
Mr GRAHAM: There would be board discussions, but otherwise you can call other 
board members who would be able to report on the discussions that were initiated 
with various parties. 
Mr TRIPODI: There were no advertisements placed anywhere about expressions of 
interest? 
Mr GRAHAM: We could only do it informally because we had a contractual 
obligation with Uras. Certainly we had approaches from Greater Union, the 
possibility of it undertaking development of a theatre-based operation on that site as 
an alternative. My diary would show a number of times when meetings took place in 
that regard. One of our then directors, Peter Charlton, had contacts with the Disney 
people and sought to involve them in some discussions. There were a number of 
areas pursued, but it had to be done informally because we could only present that as 
an opportunity to the lessee as an alternative way for it to progress its contractual 
rights. 
Mr JONES: I had discussions with Disney in Orlando in the subject. 88 

According to Authority records, in mid June, an interested party was "willing to pay a 
substantial sum in consideration of either being granted a new lease over the Darling W a1k 
land or the current lease being assigned to the third party". 89 

• The Authority informed the 
Committee that this was the approach from Greater Union referred to by Mr Graham in 
evidence above. Mr Jones states that the "preamble to Sly and Weigall's letter of 5 June 1990 
(quoted just above) did not accurately reflect the situation". However, the General Manager 
was not able to "remember the precise reasons why the proposal did not come to fruition". 90 

According to Greater Union, it did not ultimately pursue this project because it had concluded 
it would be "economically unviable".91 

There was, therefore, some interest in the site and the Committee must question the 
Authority's approach to this issue. While the Authority claims that its inquiries had shown 
there was little interest at that time in developing the site, this was never genuinely tested in 
through public advertisement. The DHA's inquiries appear somewhat informal and desultory 

88 Minutes of Evidence 21 June 1995, p. 12 

89 Letter dated 5 June 1990, from Sly and Weigall to Terry Jones/Di Talty, DHA 
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when compared to a full scale public search. A more formal, public, world-wide process 
(particularly in the light ofMr Jones' comments on the need for the development to be related 
to overseas theme parks) may have identified a potential developer who would have satisfied 
both the needs of Uras and the Authority. The Darling Harbour Authority does not appear to 
have discussed this approach with Uras, an approach which may have-been mutually 
beneficial to both parties, nor did the Authority appear to seek further legal advice on its right 
to advertise, for it certainly has not supplied the Committee with any such advice. 

Ultimately, Uras' continued involvement in the development, secured in part at least by the 
Authority's fear'()fprolonged legal action, has not resulted in any tangible result for Uras' 
financier nor the public. As Mr Rayson conceded to the Committee, his bank will receive 
$4.5 million for the assignment of the lease to Jacfun, which is considerably less than the $35 
million expended on the site. 92 

Again, therefore, while broadly accepting that the recession may have created a difficult 
climate, the Committee treats this second DHA argument for not pursuing another developer 
with some reservations, on the grounds that possible world-wide interest was never formally 
tested. 

(c) Limited Time 

In the Authority's submission to the inquiry it is argued that, even if the factors detailed 
above had not been a consideration, the search for an alternative developer would have 
caused a considerable delay for " ... if a developer could have been located the time taken to 
go through the design process would have meant that another considerable length of time 
would have elapsed before construction was underway". 93 This was a view that Mr Feely, 
from Price Waterhouse, expressed again in evidence: 

Mr FEELY: Yes, primarily because the banker and the developer must be found, 
and they then must come up with a suitable design. To find a developer and 
immediately give him the plan on the table involves a big assumption that the 
developer would pick up the plan and run with it. If you had asked Mr Hayson about 
the changes made to his plan from 1988 until today, they would have been many 
given that the idea was for a state of the art technology theme park.94 

The Committee notes, however, in considering the assignment of the lease from Parry 
Corporation to Uras in January 1988, the previous Board of the Authority originally 
concluded the termination of the lease and the call for expressions of interest was the "most 
appropriate" course of action (see above p.l 0) and that the calling for expressions of interest 

92 Minutes of Evidence, 21 June 1995, p. 31 
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would delay the matters for some four to six weeks. This estimate proved to be accurate, for 
the lease was assigned to Uras in January 1988 and the agreed changes to the project, changes 
which all parties were aware of at the time of the assignment, were incorporated in a new 
Agreement for Lease in March 1988. In the circumstances under consideration, 9 months 
elapsed between the Authority's notice of breach to Uras and the new-Agreement for Lease. 

The Committee is, therefore, not swayed by this third DHA argument either. 

To sum up, the Committee is not fully convinced by any of the three arguments put by the 
Authority for not seeking an alternative developer of the site. Ironically, the Authority now 
finds itself adopting this very approach in considering the assignment of the lease to 
Jacfun/Sega. 

(iii) Negotiate a new arrangement with Uras 

The Authority continued to stress in correspondence that its "primary objective [was] to see 
Uras Holdings Pty Ltd meets its obligations under the existing agreements".95

• While the 
Authority was entitled to take possession of the site on 15 November 1990 (if no remedy was 
made), negotiations continued and the Memorandum of Understanding was signed on the 29 
November and the Agreement for Lease on 3 July 1991. 

The Authority attempted to find a solution which would resolve both its short-term and long
term problems with the site by renegotiating an agreement with Uras. Mr Graham explained 
the rationale for this at Committee hearings: 

Mr GRAHAM: ... We expressed our concerns and we determined that the way to 
protect the interests of the authority was to set deadlines for performance. It was, in 
fact, the non-performance by the lessee that led us to say, "In those circumstances 
your rights to continue to develop this site in the way it has been anticipated will 
have to be terminated." We removed from the total site available to the lessee 
approximately one-third of the land area from its leasehold interest and left it with a 
residual right to come forward with a proposal to achieve the original master plan 
goal within Darling Harbour for an entertainment theme park in that area. 96 

The Authority formed the view that the best solution lay in negotiating a new agreement with 
Uras, based in part on a belief that the expenditure to date would ultimately force the project 
to completion: 

Mr GRAHAM: I think we expected that a proposal would emerge driven by either 
the mortgagee or the lessee, because the mortgagee had indicated to us that it had 
advanced a substantial amount, I think possibly $30 million-odd, on the basis of this 

95 Letter dated 23 October 1990 from DHA to Uras fmancier 

96 Minutes of Evidence 21 June 1995, p. 9 
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site. We had just shrunk the site to approximately two-thirds of the land area it 
originally had at its disposal. It was our view that the mortgagee, which was a major 
Australian bank, would ensure that at some stage an attractive proposal would be 
able to be presented to the authority. However, I think the authority took a realistic 
view and said that the arrangements would have to go bef~re the au!}lority by June 
this year so that the authority would not be left with an open-ended situation with -no 
certainty of outcome. 97 

The Committee raised with the Authority the rationale for continued negotiations with a 
developer whom the Authority had considered to be unlikely to complete the project: 

Mr GLACHAN: Mr Graham, you said earlier that you had some doubts about the 
lessee's abilities to fulfil its promises. Why did you go ahead if you had some 
doubts? 
Mr GRAHAM: The reality is that we did not go ahead with the proposal that the 
lessee had in mind. You will recall that the lessee was involved in Darling Harbour 
at more than just the site-the lessee for the Harbourside Festival Markets, an 
organisation related to the Hayson group. We had been concerned about some issues 
that were emerging regarding its overall financial capacity to embark upon such a 
substantial project, and we set the deadlines for the completion of the financing 
arrangements to bring the project to fruition. Mr Tom Hayson and Mr Ian Hayson 
continuously assured the authority that there would be no problems of any kind in 
bringing the project to fruition.98 

The negotiating position taken by the Authority, in reaching agreement with Uras, was 
generally regarded as hard by both Raysons and Price Waterhouse. Mr Rayson told the 
Committee that "from a business point of view I think that the new board has been very hard
nosed all along the line"99 and Price Waterhouse reported that the Rayson Group and its bank 
"saw the negotiated deal as being extremely tough, esp~cially as the Stage 3 development (the 
area of the Darling Walk site that was considered to be the most financially attractive) had 
been removed from the site"100

• This component of the new arrangement was regarded as 
particularly onerous. Tom Rayson told the Committee he was "hostile" over it101 and Ian 
Rayson, chief executive of Merlin, called it an "unconscionable act". 102 

It may, however, be simplistic to see the negotiations as one-sided. The Authority had always 

97 Minutes of Evidence 21 June 1995, p. 9 

98 Minutes of Evidence June 21, pp. 8, 9 

99 Minutes of Evidence, 21 June 1995, p. 30 

100 Submission No5, DHA, Price Waterhouse Report, p. 14 

101 Transcripts of Evidence, 21 June 1995, p 26 

102 Letter dated 19 November 1990, from Ian Hayson, Chief Executive, Merlin International to 
Chairman, DHA 
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been very conscious ofHayson's long-tern involvement in, and, therefore, importance to, the 
overall Darling Harbour project. Mention has been made above of the General Manager's 
view in late 1989, that an extension should be considered for the Darling Walk development 
"in view of Merlin's longstanding involvement in the Darling Harbour project" (see page14) 
and the Chairman's desire to support Hay sons in light of Hay sons continued support for the 
Darling Harbour project (see page 14). 

The Authority was also aware that the recession had the potential to place developers such as 
Haysons in difficult situations. As described by Price Waterhouse "The Rayson Group was 
involved in a number of the Authority's projects as well as other State developments such as 
Manly Wharf and Sky garden. There was concern that calling the default on the Darling Walk 
site would have caused a 'domino effect' on these other projects". 103 In evidence Mr Feely 
(Price Waterhouse) told the Committee that he was "sure" that the "collapse of the [Rayson] 
group would have been detrimental to Darling Harbour". 104 The Committee is of the view 
that Uras was then able to exercise some pressure in its negotiations with the Authority and, 
in fact, it was Hay son's financial weakness which was its strength in dealing with the 
Authority. 

While the Committee does see some merit in this argument, it has not been generally 
convinced by the Authority's case for not pursuing another developer for the reasons outlined 
on pages 29-34 above. 

B. INTERIM USE 1991 - 1995 

(i) General Aspects 

The agreement reached in 1991 included provision for the rehabilitation of the site and its 
interim use. 

By 1990 much of the Darling Harbour project had been completed yet the Darling Walk site 
remained a construction area. Mr Jones described the site to the Committee: 

Mr JONES: It was disgusting. 
Mr GLACHAN: How disgusting? 
Mr JONES: Firstly, Uras had commenced construction. It had dug the site over. It 
was a sandy-coloured clay. Foundations had been erratically placed all over it. 
Building material was scattered higgledy-piggledy all over the place. An old disused 
theatre, used by local vandals for dumping motor cars, was surrounded by a most 
unattractive hoarding. I can provide you with a photograph of the site, if you would 
like to see it. 

103 Submission NoS, DHA, Price Waterhouse Report, p. 13 
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Mr GLACHAN: What would have happened had you left it like that? 
Mr JONES: It would have been a disgrace. 105 

As a consequence the Authority negotiated an agreement which included an arrangement for 
the short term, interim use of the site. In fact, the rehabilitation of the .site was the imperative 
which drove the 1991 agreement. This interim use of the site was a concept developed by the 
Authority to improve an unsightly construction area while at the same time providing the 
developer with time to raise the necessary capital to carry out the construction of the project 
at a future date. According to Mr Graham, the principle behind the interim use concept was 
the 1989 Board's overall objective in Darling Harbour of"optimising the utilisation of the 
site". In so doing the site "needed to be presented in a favourable way; namely, that it be 
clean, safe and attractive ... ". However, the Darling Walk site as inherited by the Board in 
1989 "was totally inconsistent with meeting that objective because the strategic location and 
the site scale were such that it had an adverse impact on public presentation and the general 
atmosphere within the site as a whole". 106 

In keeping with this strategic approach, the Authority was focused on reducing the impact of 
the site on other operations at Darling Harbour: 

MR GRAHAM: .... The purposes we were focused upon were the total wellbeing of 
Darling Harbour and overcoming what was clearly a major impediment in terms of 
the presentation of Darling Harbour to the city and to the State. With a major 
construction site sitting in a very unattractive fashion in the middle of Darling 
Harbour, our concern was to overcome that problem. For a period it would be a 
facility which would add to the public amenity .... it was seen as an important aspect 
in overcoming this eyesore, this fairly substantial area of the authority's land, so that 
other projects could be on-site activities and other development projects could be 
attractively pursued 107 

This goal, as described by Mr Jones in evidence, was achieved through negotiation of a 
fmancial contribution with Uras: 

Mr JONES: I think the philosophy and the outlook of the board was as Mr Graham 
has enunciated in that it had a primary concern which was to be achieved. The 
method of achieving it was to negotiate with the potential lessee the amount of 
money available for rehabilitation or interim use and then to find an interim use that 
was affordable and appropriate for the site. 108 

In its submission to the Committee, Keys Young, masterplanners, urban designers and "architectural 

105 Minutes of Evidence 21 June 1995, pp 10, 11 
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designers of the Sporting Facilities under review", labelled the Darling Walk a "bomb-site" and 
argued that "it was entirely appropriate to provide short-tenn visual improvements to a dormant 
construction site that would otherwise remain an eyesore and an unpleasant barrier between Darling 
Harbour and the city". 109 

- -
In an article in Design ink, the Authority's interim development was described as "an economical, 
realistic and useful solution" which adopted a "highly innovative approach" to upgrade the site. 110 

The Committee is aware that such an interim use of sites is now being employed as a temporary 
solution to unsightly, undeveloped sites in the city. The City Council supports this approach and the 
Committee acknowledges the innovative approach taken by the Authority in this regard. 

The article in Designink stresses the intentionally temporary nature of the design so that public 
expectations would not be dashed when the temporary use of the site was finished. This, however, 
has not been the case. 111 Although, according to Mr Jones, ''the courts have never been fully 
utilised"112 

, the interim use of the site has been very successful, as suggested by the apparent 
community support and patronage the complex received. The Authority conceded that it did not 
emphasise enough the temporary nature of the site: 

Mr JONES: I believe that the concept, the policy and the philosophy we pursued 
were correct. The thing that I did not do was to keep informing the community that 
what was there was temporary and interim. During the first six months that it was set 
up we constantly spoke about it. Whenever it was mentioned we referred to "interim, 
temporary and short-term use". We should have made sure that the community was 
fully aware of the fact that the facility was temporary, that it was not funded by the 
public sector and that at some time it would have to go. We failed that public 
relations test. 113 

The Committee notes that the use of the site as a sports facility did not comply with the 
Darling Harbour master plan current at the time of the construction of the sports facilities. 
However, the use of the Darling Walk site for sports facilities or a theme park complies with 
the current master plan objective of giving a high priority to increasing sporting and 
entertainment land uses within the Darling Harbour area. 

Based on the evidence before it, the Committee has formed the view that, at the time Uras 
failed to meet its 30 September deadline, the Authority's rehabilitation of the site for an 
interim (short-term) period was a reasonably sound, and in fact, innovative, solution, one that 
has been adopted on other failed sited in the CBD. 

109 Submission No 2, Keys Young, p. I 
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111 Designink, No II, December I992, p. 17 

112 Minutes of Evidence 21 June I995, p. 23 

113 Minutes of Evidence 21 June 1995, p. I5 

38 



Darling Harbour: Sports Facilities 

However, the failure ofUras to ultimately be able to complete the development, even with the 
extension in time the interim use provided, suggests that, without Sega, the Authority merely 
postponed rather than solved the problem. 

In addition, the need to find this solution in the first place had arisen from the Authority's 
earlier strategy of persevering with Uras even when it had failed to meet a number of 
deadlines. 

(ii) Financial Considerations 

(a) The Private Sector's $5 million Contribution 

Under the terms of the 1991 agreement, the developers, or more precisely, the developers 
using funds borrowed from their bank, were to provide the Authority with $5 million to be 
used specifically for the purpose of rehabilitating the site and developing it for an interim 
use. Anything unexpended was to be returned to the developer and any costs over $5 million 
would have to be provided by the Authority (see page 19). 

According to Mr Jones, the specific, conditional nature of the expenditure was an important 
factor in arriving at an agreement. In his submission to the inquiry he states that: 

Uras' Director of Finance, Mr Ross Laurie, expressed strong concerns on this issue 
in the very final stages of negotiation, indicating that it was critical to Uras' 
considerations that the Authority was not intending to pay lip service to the interim 
use concept and subsequently retain the funds. I personally gave Laurie an 
undertaking that the Authority would convert the site for the interim use and that any 
money not expended would be returned to Uras. 114 

This view was reaffirmed in evidence: 

Mr JONES: ... That started the train of thought that the money could have been used 
for anything or retained by the authority. In fact, that was not the deal. The last 
agreement I came to with Mr Laurie was followed by a handshake, and this is the 
only handshake deal I have done since I have been with Darling Harbour. The 
money would be used only on interim use facilities, and any additional money would 
be given back. 115 

According to Price Waterhouse, it was pressure from Uras' bank which ensured that the $5 
million contribution was solely for the development of the interim use. "The Bank provided 
the funds" and held the view that the funds should be used to improve the site "to promote the 

114 Submission No. 5, Darling Harbour Authority, p. 2 
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community service aspect of the rehabilitation, especially if this were to increase the value of 
the site". Furthermore the bank was faced with "a credibility issue" of justifying further fimds 
to an organisation with considerable exposure. "Enhancing the asset base", through the 
rehabilitation of the site, was seen to be such a justification. Accordingly, the Authority did 
not "vigorously pursue" the unconditional receipt of the funds. 116 

Haysons, on the other hand, were not concerned with how the fimds were spent. According to 
Price Waterhouse, the Rayson Group was of the view that "the $5 million could have been 
spent on anything the Authority wished". 117 

Mr Graham rejected Mr Tripodi's suggestion that the $5 million was a payment to the 
Authority for allowing the developer to "start the project a lot later than initially planned". It 
was a matter of being pragmatic: 

Mr GRAHAM: I do not think you can express it that way. The bank, rather than 
the lessee, really paid the $5 million. The bank provided the cash to protect its 
position. It had the opportunity to create longer term value in a fashion which would 
be approved by the Darling Harbour Authority. This payment gave the bank a 
chance to wait until the economic cycle had improved to improve the commercial 
opportunities for the development on the site. One must be realistic. At the time it 
was possible that, during the period until the middle of this year, if the economic 
cycle had not improved the parties could have approached the authority and said, 
"We are unable to put before you a development which meets your strategic views 
regarding the use of this site. Can we renegotiate a continuation of these interim use 
facilities?" One has to be practical. At the time we made a decision which we 
thought put the authority into a very good commercial position and protected its 
long-term wellbeing by setting deadlines which appeared to be realistic at the time. 
Certainly, the deal met the strategic objectives of the authority about how it could 
present Darling Harbour for the benefit of the community. 118 

And later: 

Mr GRAHAM: I do not think that there was ever a suggestion that what the lessees, 
with the support of their financiers, were providing was an amount of $5 million as a 
fee; what they were providing was an ability for the authority to rehabilitate the site 
and establish an interim use facility, but that was to be done within a total cap of 
$5 million. 119 

In correspondence to Uras' bank in January 1991, Mr Jones pointed out that the DHA was 

116 Submission No 5, Darling Harbour Authority, Price Waterhouse Report, p. 14 
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"keen to pursue the rehabilitation of the Darling Walk site as soon as possible as a means of 
partially compensating for the income not received because the site has not been 
developed". 120 The Authority in evidence, however, claimed that it was not some form of 
compensation: 

Mr GLACHAN: Did you take that $5 million believing that it would never be able 
to exercise that right? 
Mr GRAHAM: No. 
Mr GLACHAN: Hoping that you would get the $5 million? 
Mr GRAHAM: No. The $5 million was the financial cost to the lessee, but from 
the authority's point of view it was always seen as benefiting from a total change in 
the quality and value of that area at no cost to the authority, to which we ascribed a 
monetary cost of up to $5 million. 
Mr GLACHAN: Did you think you would get that $5 million and that the lessee 
would not be able to exercise its option? 
Mr GRAHAM: No, not necessarily. I do not think we had that in mind at all. You 
must recall that at the time these negotiations were taking place the whole of the 
Australian financial market and the property market were increasingly under distress 
and there were concerns-
Mr GLACHAN: That being the case, did you ever think the lessee would never be 
able to exercise its option? 
Mr GRAHAM: It was certainly not a primary objective. One has to be practical in 
these circumstances. 121 

Mr Jones told the Committee that Uras, even though it was in default, wanted to "remain on 
the site and were willing to pay for it". 122 

Legal advice to the Authority in June 1990 had raised the issue of damages, Sly and Weigall 
having advised that 

in addition to any termination of the Agreement to Lease, a breach by Merlin will 
also give rise to a claim for damages by the Authority against Merlin. It would 
appear that Merlin's breaches have resulted in a delay of around two years in the 
development of the Darling Walk site and have effectively delayed obtaining rent 

.... Consequently, it is our opinion that appropriate damages in respect of Merlin's 
breach would be something in excess of two years rent on the entire Darling Walk 
site. 123 

In evaluating the approach taken by the Authority to the application of the developer's 

120 Letter dated 25 January 1991, from Terry Jones, to Uras' bank 

121 Minutes of Evidence 21 June 1995, p. 9 

122 Minutes ofEvidence 21 June 1995, p. 12 

123 Letter dated 15 June 1990, from Sly and Weigall to Darling Harbour Authority, p. 4 

41 



Public Accounts Committee 

contribution to the rehabilitation of the site, the Committee has considered the rehabilitation 
in two components parts - passive and active. These components can be identified as part of 
the evolution of negotiations which culminated in the 3 July 1991 agreement. 

At the Memorandum of Understanding stage, it would seem that the use of the site_on an 
interim basis was to be passive in nature - that is, the site was to be rehabilitated to a state 
suitable for passive recreation or, simply, "grassing the site", in the words ofMr Graham124 .It 
was agreed in the Memorandum of Understanding that Uras' bank would provide up to $5 
million "to reinstate and landscape the Stage II site, as required by the DHA .... Expenditure 
would be limited to that initially required to remove or conceal works not required during the 
interim period, rehabilitate those works which remain, landscape the site and increase public 
safety in the vicinity of the lake as directed by the DHA". 125 

However, this concept quickly expanded into a more active use of the site. The Committee 
has received no evidence or documentation giving the reasons behind this significant change. 

The Authority sought expressions of interest for the short-term use of the site in January 
1991. This approach was ratified in the Agreement for Lease signed on 3 July 1991, which 
states that the Lessee would pay the Lessor up to, but not exceeding, $5 million for "the costs 
of improving the Land by converting the Land from its current condition to a condition 
acceptable to the Lessor (in the Lessors absolute discretion) for use by the public and/or the 
Interim User" .126 

According to Price Waterhouse, the cost of rehabilitating the site for passive recreation alone 
was estimated at $2.5 million, and the cost of the development of the sporting facilities a 
further $2.5 million. 127 

, figures with which the Authority agreed. 128 These two components 
represent the total $5 million contribution made by the developer. It should be noted, 
however, that the total rehabilitation of the site cost $5,238,000, (see page 13) and as $5 
million was the maximum contribution from the developer, the Authority provided the 
balance. 129 (This is further discussed below by the Committee, see pages 48-49) 

This breakdown of the project for analysis into these two components is not considered by the 
Authority as the appropriate method of assessing the issue. In evidence the Chairman 
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explained 

Mr GRAHAM: My position is different to that I am afraid, in that it was never a 
$2.5 million project from the position of the board of the authority. It was one 
$5 million project of a total integrated capital nature. That $5 million was to be spent 
in order to transform the land area from an unattractive construction site to a useful 
interim sporting facility at a cost of $5 million. The important thing from the 
perspective of the board of the authority was that it would not be called upon to make 
material financial contributions to achieve that increase in the quality of Darling 
Harbour and to allow the Darling Harbour Authority to continue to meet broader 
objectives. The differentiation of the component part of $2.5 million, which you 
have foreshadowed in approximate terms, was the cost of grassing the site. The other 
part of the $2.5 million in approximate terms was the cost of capital improvements 
on the site, which may well be true as a matter of fact. The intention of the authority 
at the time was that it was a $5 million project from which there would be no net 
cash return. 130 

The Committee, however, is of the view that this two-step approach can be useful in 
evaluating the appropriateness ofthe financing. 

The Authority's view that the $5 million was a single, "integrated" payment leads it to the 
conclusion that it had no discretion in using the $5 million contribution, as Mr Graham told 
the Committee in evidence: 

Mr GRAHAM: .... what they were providing was an ability for the authority to 
rehabilitate the site and establish an interim use facility, but that was to be done 
within a total cap of $5 million. I do not think it was discretionally available for the 
authority to say, "Here is $5 million available for such purposes as the authority 
thinks fit." It was negotiated exclusively on the understanding that that would be the 
purpose to which the moneys were put, and it was to be up to $5 million. 131 

The Committee agrees the rehabilitation of site (in a passive sense) at a cost of $2.5 million 
was not discretionary. The Authority was obliged to carry out this work and, indeed, was very 
much determined to do so, ensuring in the process that the it was fmanced by Uras. However, 
the provision of an interim use, following the basic rehabilitation, was discretionary. The 
Authority could have stopped the rehabilitation at the passive stage, for the 1991 Agreement 
provided the Authority with the discretion to further develop the site "for the use by the 
public and/or the Interim User". 

Thus the Authority did have the discretion to proceed with the active development of the site 
for the use of an "Interim User" and had $2.5 million available from the developer for such a 
project and, having decided to proceed, the Authority had absolute discretion on the nature of 
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the interim use. As Mr Graham told the Committee, the bank provided the money "to 
rehabilitate the site and create the interim use amenity which we as an authority 
determined". 132 

From this it can be seen that the Authority's discretion was limited to the nature ofany active 
development on the site. If no development took place, the Authority would not have 
received the (second) $2.5 million. Clearly the arrangement entered into in July 1991 created 
an incentive for the Authority to spend the entire $5 million. 

While the Committee understands that Uras' bank was reluctant to ratify any agreement 
which would have meant handing over $5 million to the Authority, without some say in how 
it was used, the Committee is reservations about this aspect of the option arrangement, which 
greatly reduced the discretion of the Authority in determining the optimal use of the 
contribution. Furthermore, it suggests that the Authority was not in as powerful a bargaining 
position as has been argued before the Committee. 

In the end, the Authority determined to develop as a commercial operation, a proposal for a 
sports complex put to it by GamePlan Leisure Concepts at a cost of $2.5 million and funded 
by the developer. 

(b) Actual vs Projected Returns 

In selecting GamePlan from the five short listed proposals, the Authority considered a 
number of factors, particularly affordability and appropriateness: 

Mr JONES: I think the philosophy and the outlook of the board was as Mr Graham 
has enunciated in that it had a primary concern which was to be achieved. The 
method of achieving it was to negotiate with the potential lessee the amount of 
money available for rehabilitation or interim use and then to find an interim use that 
was affordable and appropriate for the site. I mentioned earlier that we had about I 0 
proposals. The most prosperous of those was in fact go-karts, which were put down 
because, although they would have provided money, they were not an appropriate 
development. The development we chose was a modified version of that put forward 
by GamePlan. I was the person involved in negotiating that and looked forward to 
improving the authority's fmancial position as it-progressed. Unfortunately, tennis 
lost its popularity, and a various range of other things came along and we did not get 
the money. But it was not the primary concern of the board. 133 

In fact, the return from the proposal was not considered to be an issue by the Authority. The 
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Chairman stressed this point a number of times to the Committee in evidence: 

Mr GRAHAM: Could I make the point that the view of the board of the authority at 
the time the assessment was made was that it should not have a net cost to the 
authority for the operation of the interim use facility. Certainly I never anticipated 
that we would be receiving a net cash contribution to the affairs of the authority. it 
would be a self-funded structure; self-funded in the sense that all of the capital cost 
for putting the interim use facility there in the first place would be met by the lessee. 
Secondly, the interim use selected by the authority should be self-funding. It was 
never expected in my view, or in the view of the board as a whole, that it would be a 
profit-making enterprise in its own right. 134 

and later 

Mr GRAHAM: .... For a period it would be a facility which would add to the public 
amenity, but it was not to be a profit-making exercise in its own right. Having said 
that, I would like to think that every part of the authority's area of operation is 
conducted with a view to maximising the financial efficiency of all its component 
parts to the extent that there was an opportunity to create revenue. Obviously we 
would place a high priority upon that. It was not fundamental or an important 
assessment in terms of the decision taken that there be a profit arising from the 
operation of this site. 135 

As part of its proposal to the Authority, GamePlan projected a Total Net Operating Profit for 
the Darling Harbour Sports Venue for Year 1 as $684,950 and Year 2 as $827,020 and with 
"an expected return" to the Authority "over the three years" of "approximate[ly] $2.5 
million". 136 

However, these returns did not materialise. In fact, as the Authority told the Committee in 
evidence, "the return from the operations of the sports facilities on a net basis has been a 
negative return of approximately $50,000" .137 This was confirmed by Mr Feely from Price 
Waterhouse, who told the Committee that "it may be fair to say that with the benefit of 
hindsight the expectation with which these fmancial forecasts were put together - admittedly 
by the tenderer - were overly optimistic". 138 The Authority has provided a more detailed 
breakdown of the returns from the interim operations. These are summarised below: 
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Income $210,716 $1,143,160 $1,341,915 $824,593 $3,520,384 

Expenditure $304,739 $1,222,751 $1,268,010 $844,025 $3,639,525 

Profit (Loss) $(94,023) $(79,591) $73,905 $(19,432) * $(119,141) 

* The Authority noted that "patronage declined rapidly following the announcement in 
January 1995 of the decision to close the Centre, resulting in a loss of $41,000 over the last 
five months". 139 

Based on these Authority figures, the total loss to the Authority for the operation of the sports 
complex is $119,141. 

The Chairman pursued the matter of the return on the operations with the Authority at the 
hearings: 

CHAIRMAN: I have with me the financial projections for the different sections 
with the sports venue; .... I have done a rough check through those different 
categories, and the expected revenue was about $8.2 million and the expected profit 
was about $3 million. That virtually settles the issue of the $2.5 million being 
regarded as revenue-the revenue indicated in these figures was $8 million. By 
excluding the advertising and depreciation, would the $3 million not be reduced to 
the $2.5 million? 

Mr JONES: If I provide an answer, I would be guessing. 

CHAIRMAN: This would explain the $2.5 million which Price Waterhouse 
indicates was the expected profit, not expected revenue. 

Mr JONES: It sounded like it is talking about a return to the authority. 

CHAIRMAN: As I said earlier, the expected return of $2.5 million did not 
materialise and you now expect an approximate break-even result. 

Mr JONES: Yes. 

CHAIRMAN: As chairman of the board would you say that anticipating a 
$2.5 million profit and ending up with nothing is a prudent financial investment? 

Mr GRAHAM: As I sought to make the point earlier, as chairman of the board I did 

139 Letter dated 6 July 1995, from Terry Jones, to Public Accounts Committee p. 2 
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not anticipate a profit of material amount on this interim use development at all.. .. 140 

The Committee queried the Authority on its assessment of these fmancial projections for the 
interim use of the site, which according to the Authority, "would have been evaluated by the 
staff of the Authority at the time". 141 Mr Jones told the Committee: _ 

Mr JONES: .... The one selected as the most appropriate-not necessarily the one 
with the highest return-was the proposal by GamePlan. My way of checking out, or 
attempting to make sure the proposal was valid, was to contact other people that 
GamePlan had been associated with. They ran tennis courts in Lane Cove and 
Double Bay. I rang the town clerk in Double Bay and had a discussion with him 
about what he expected the return from tennis courts to be, the performance of a 
particular company, and the arrangements that we were contemplating. I received a 
reasonable amount of assurance from him that the direction in which we were going 
was appropriate. 

CHAIRMAN: Have you any qualified accountants on your staff? 
Mr JONES: Yes. 
CHAIRMAN: Qualified accountants would have checked these financial 
projections? 
Mr JONES: Yes. 142 

However, no business plan was prepared. 143 

While the Authority expected to obtain a return from the sale of the gym equipment, "which 
would have a residual value to the Authority at the end of the Interim Period" ... [which] cost 
could exceed the $0.2 million contributed by DHA", 144 it did not expect to recover any of the 
capital cost of the facilities: 

Mr GRAHAM: As far as the board of the authority is concerned I do not believe 
there was any expectation that the capital investment would have a residual value 
other than a very small residual value which could be attached to gymnasium 
equipment. With that exception it was not expected that there would be any residual 
value.145 

The Authority was also adamant that as long as it did not lose on this commercial operation it 

140 Minutes of Evidence 21 June 1995, pp. 19,20 

141 Minutes of Evidence 21 June 1995, p. 6 

142 Minutes of Evidence 21 June 1995, p. 8 

143 Minutes of Evidence 21 June 1995, p. 17 

144 Submission No 5, Darling Harbour Authority, Price Waterhouse Report, p. 16 

145 Minutes of Evidence 21 June 1995, p. 7 
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was not concerned. The Authority did not see the interim use facility as being part of the 
financial operation of the Authority, according to Mr Graham: 

Mr GRAHAM: Could I make the point that the view of the board of the authority at 
the time the assessment was made was that it should not have a net .cost to the 
authority for the operation of the interim use facility. Certainly I never anticipated 
that we would be receiving a net cash contribution to the affairs of the authority. It 
would be a self-funded structure; self-funded in the sense that all of the capital cost 
for putting the interim use facility there in the first place would be met by the lessee. 
Secondly, the interim use selected by the authority should be self-funding. It was 
never expected in my view, or in the view of the board as a whole, that it would be a 
profit-making enterprise in its own right. 146 

Although the Authority claims that a return from the operation of the sports facility was not a 
priority, the failure of the Authority to generate a profit ( in fact it incurred a loss) from what 
was in essence a discretionary commercial operation stands in contrast to Mr Graham's 
comment to the Committee that he "would like to think that every part of the authority's area 
of operation is conducted with a view to maximising the fmancial efficiency of all its 
component parts to the extent that there was an opportunity to create revenue. Obviously we 
would place a high priority upon that". 147 

(c) The Authority's Own $238,000 Contribution 

The Committee discussed at length the issue of the Authority's $238,000 contribution to the 
interim use and sought further information. The Authority informed the Committee that 
$206,000 was spent on gymnasium equipment, with $6,000 on computers and the balance of 
$25,000 on various items "considered necessary for improved operation of the centre". 
According to the Authority, the expenditure on the gymnasium was "discretionary" and was 
a result of a change to the development in 1992 from an aerobics centre to a gymnasiwn. This 
change was adopted because it was considered it would "increase the utility of the Centre" 
because the new usage (as a gymnasium) "indicated an attractive return". Mr Jones advised 
the Committee that this amount "was within the General Manager's delegated authority". 
Thus the expenditure was not referred to the Board for approval, although the Board would 
have been informed "as part of normal practice". 148 

This is a matter for some concern to the Committee. On a number of occasions during his 
evidence, the Chairman of the Board stressed that the Authority was more concerned that no 
DHA contribution be made to the interim use than with generating any return from its 
operations. For example: 

146 Minutes of Evidence 21 June 1995, pp. 5, 6 

147 Minutes of Evidence 21 June 1995, p. 7 

148 Letter dated 6 July 1995, from Terry Jones, to Public Accounts Committee p. 1 
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Mr GRAHAM: .. .I certainly recall that the concern of the Board was that this be a 
project funded entirely by the mortgagee and the lessee in terms of its 
improvements. 149 

Yet the General Manager told the Committee that the expen4iture w~ to "increase the utility 
of the Centre" and to capture a potentially "attractive return", which would seem to represent 
a change in policy for the Authority in the interim use of the site. In other words, it appears 
that the General Manager was indeed interested in generating a return from the sports 
facilities. Thus, while the General Manager may have had the authority to approve the 
expenditure to supplement the developer's $5 million contribution, the Committee is of the 
view that the matter should have been referred to the Board prior to incurring the expenditure. 

149 Minutes ofEvidence21 June 1995, p. 20. 
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In determining the appropriateness of the Authority's 1991 decision to construct the sports 
facility and its method of fmancing the construction, the Committee has taken into 
consideration the factors as outlined above. 

The Authority Board which concluded the agreement for lease with Uras in July 1991 had 
only been appointed in 1989, approximately one year before Uras missed its September 1990 
deadline. This new board had provided Uras with only one, relatively short, extension from 
July 1990 to September 1990. 

At a time of general economic downturn, the Authority was faced with the difficult problem 
of resolving how to ensure development of the Darling Walk while resolving the immediate, 
detrimental effects the incomplete construction site was having on the Darling Harbour area. 
The Authority's alternatives were to find a new developer or continue some form of 
contractual relationship with Uras. 

The Authority resolved to continue with Uras as the developer, but with a substantially 
altered agreement. A solution was developed whereby Uras was to maintain its long-term 
interest in the project while providing, in the short-term, for the rehabilitation of the site upon 
which an interim use was developed. The Committee finds that, given the circumstances, the 
Authority's actions in developing an interim solution were appropriate, and commends it on 
its innovative solution. However, this conclusion is qualified in a number of respects, as 
follows. 

Authority's Relationship with Uras 
The need to fmd a solution to the problem of the Darling Walk development was caused, at 
least in part, by the Authority's own actions. The Committee is concerned that the history of 
the site shows a pattern on the part of the Authority of apparently accommodating the 
involvement ofUras on the site in preference to making what would have seemed to have 
been sound commercial judgements. It seemed to the Committee that the Authority was not 
able to be totally objective with Haysons, who have been so involved in the whole Darling 
Harbour project since its inception. In the end the Authority merely postponed the resolution 
of the problem and it has only been the appearance ofSega which has saved the Authority 
from having to again solve the problem of the Darling Walk site. 

Alternative Developer 
The Authority cited three reasons for not finding another developer to take over the site: 

• the economic climate at the time, meant there was a shortage of potential 
developers for the site 

• existing contractual arrangements with Uras prevented any public search for a 
developer 

• potential delays which the transfer to a new developer might cause. 
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The Committee is not totally convinced that these factors would have prevented the Authority 
from finding a developer. The economic climate was difficult but the Authority had received 
overtures from at least one interested party. An international search might have identified a 
number of potential developers. The Authority's own legal advice suggested that the 
Authority was in a strong legal position and would seem to have had a case for damages. 

Furthermore, time was not really the problem the Authority portrayed it as. The significant 
changes introduced to the development by Uras when it had taken over the site in 1988 had 
not materially held up the transfer. While the Committee accepts that it would not have been 
simple to locate a suitable, alternative developer, it is not convinced that the Authority 
pursued this alternative with real vigour and determination. 

Optimal Use of Developer's Contribution 
While the Authority was determined to rehabilitate the site, the Agreement did not compel the 
Authority to develop an interim use and it could well have been satisfied with the passive 
development for use by the public at a cost of $2.5 million to the developer. On the other 
hand, the Authority entered into an arrangement which limited its discretion in determining 
the optimal use of the developer's contribution. If, subsequent to the rehabilitation of the site, 
the Authority did not develop the interim use (that is the sports facilities) it would not have 
received the remaining $2.5 million developer contribution. 

Lack of Return to the Authority 
The Authority did, in accordance with the terms of the 1991 Agreement for Lease, exercise 
its option to develop the interim facility, the sports complex, at a cost of $2.5 million to the 
developer, and ultimately, $238,000 to the Authority, even though an important aspect of the 
interim arrangement for the Authority was that it would not have to make any contribution to 
this development. 

The sports complex was a commercial operation and GamePlan, in its proposal, projected a 
return to the Authority of approximately $2.5 million over 3 years. However, the forecast 
return did not eventuate and the Authority ultimately lost over $119,000 on its operation. 
And, except for the gym equipment, the Authority will not recover anything from the capital 
expenditure on the complex 

The fact that the capital for the interim use was provided by Uras does not remove the 
obligation of the Authority to use it prudently, to act with due diligence and act in a truly 
commercial way to maximise the returns on all its commercial operations. The Chairman told 
the Committee that he "would like to think that every part of the authority's area of operation 
is conducted with a view to maximising the financial efficiency of all its component parts to 
the extent that there was an opportunity to create revenue". 150 The Committee accepts the 
Authority's view that a return on the operation was not the "primary concern" in the 

150 Minutes of Evidence 21 June 1995, p. 7 
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arrangement, as it was considering the overall Darling Harbour issue. However, the 
Committee believes that there was room to operate the facility in keeping with the principle 
as enunciated above by the Chairman. This was not applied in these circumstances as the 
Authority did not appear to adequately analyse GamePlan's projections, nor show any 
concern when the returns did not materialise. 

The Authority sees itself as a commercial business, yet with regard to assessing and operating 
the commercial sports complex, it did not display the expected commercial expertise. By the 
end of 1991 the project was 3 years beyond its original completion date, today it is 7 years. 
To generate some revenue for the Authority in lieu of rent foregone on the site would seem to 
be sensible commercial approach, that should not have been incompatible with the 
Authority's primary objective of rehabilitating the site. 

Summary 
The Committee concluded that, with regard to the July 1991 Agreement for Lease over the 
Darling Walk, the Authority, when faced With a difficult problem, acted in a determined 
fashion to achieve its objectives. However, the Committee felt that the Authority in some 
ways showed that it lacked genuine commercial expertise, particularly with regard to the 
return it received on the capital investment and operation of the sports complex and with 
regard to the ability of the Authority to be totally objective in dealing with Haysons. 
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Appendix 1: Darling Walk Site (under construction) 
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Appendix II: Plan of Darling Harbour 
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Appendix III: Relevant Company Information 

Jacfun Pty Limited Shelf Company 

Rayson Associates Pty Ltd Nominee Company 

Uras Holdings Pty Ltd 

Merlin International 
Properties (International) 
PtyLtd 

Trustee Company for 
Property Investment Unit 
Trust 

Kevin Bermeister 
Thomas Rayson 
John Leece 
John Landerer 

1990: 
Thomas Rayson 
Ian Rayson 
Donald Skinner 

1990: 
Warwick Condon 
Alan Eccles 
Patrick Gocher 
Peter Jevans 
Ross Laurie 
David Lennon 
Howard Mann 
Robert Pentecost 
Gary Vaughan 
Robert Versey 

1995: 
Thomas Rayson 
Ian Rayson 

1990: 
Thomas Rayson 
Ian Rayson 
Roger Kohler 
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Officle of the OWnnu 

June 14, 1995 

Ms. Patricia Azarias, 
Director, 
Public Accounts Committee, 
Legislative Assembly, 
Parliament House, 
Sydney, NSW, 2000 

Dear Ms. Azarias, 
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Fax: (02) 230.2831 

Re: PUBLIC ACCOUNTS COMMITfEE Thl'QUIRY 
DARLWG HARBOUR SPORTING FAGILITIES 

We thank you for your letter of 7 June 1995, stating that "the Committee has 
asked me to bring this matter to your attention so that you can make a 
submission should you wish to do so." 

The commercial and legal arrangements between Uras and the Darling Harbour 
Authority are encompassed in the agreement dated 3 July 1991 and we are not 
aware of any information not contained in this agreement that would be relevant 
to your Committee. 

Uras was not in a position in 1991 to dictate terms to the Authority either in 
relation to the future development of the site or its interim use. 

Uras was not a party to the decision of the Authority to build sporting facilities on 
the site, nor do we have any knowledge of the agreements entered into by the 
Authority with the Interim User. 

Yours sincerely, 

 
Thomas C. Hayson, AM, 
Chairman of Directors 
Uras Holdings Pty. Limited 

evel 2 12 Waters Road Neutral Bay NSW 2089 Australia 
0 Box 611 Neutral Bay NSW 2089 Australia 
~lephone: (02) 953 6444 Facsimile: (02) 953 8966 



14 June, 1995 

The Director 
Public Accounts Committee 
Parliament House 
Macquarie Street 
SYDNEY NSW 2000 

Re: Darling Harbour Sporting Facilities 

As masterplanners and urban designers of the Darling Harbour precinct and as 

architectural designers of the Sporting Facilities under review, we make the following 

comments and submit the article contained in the enclosed magazine Design Ink No. 

11, December 1992 as corroboration of our comments. 

We have no comments on contractual arrangements or financing; our comments are 

related to the end result - the beautification of a deserted site, the impact on the 

Darling Harbour precinct and the provis~n of well-liked and well-used sporting facilities 

in the inner city. 

1. To refresh the Committee's memory, the city's "boom/bust" cycle of development in 

the SO's and 90's produced many abandoned sites. It is most likely that the site 

under review would have remained vacant from 1988 to at least 1995, as is the 

case with the nearby Darling Park area where two office towers and the eastern 

flank of Cockle Bay remain unbuilt. The decrepit Dixon Street (Gardenside) site 

overlooking the Chinese Garden is another unfortunate result of the development 

"tfust". Hence it was entirely appropriate to provide short-term visual improvements 

to a dormant construction site that would otherwise remain an eyesore and an 

unpleasant barrier between Darling Harbour and the city. In fact this approach 

should be considered for some of the other "bomb-sites" in the city. (The attached 

photograph A shows the decrepit condition of the site as abandoned by the 

previous developer. Photograph B shows the importance of the site as the edge 

between Darling Harbour Park and the city.) 

---J- -- -----v 

Keys Young Pty Ltd 
ACN 001 225 967 

LevelS 
20 Alfred Street. Milsons Point 
NSW 2061 Australia 

Postal Addresa: 
PO Box 252. Milsons Point 
NSW 2061 Australia 
Telephone: (02) 9561515 
Facsimile: (02) 9561514 

Directors 
BarTy Young MCP (Mr.", I:SA 
FRAPI _ 
Susan Young MCP (Mil) MA BA 
Keith Houghton B Arch ARAIA 
MTCP 
John Schwartzkoff MA LLB BA 

Associates 
Ian Napier BSc ARAlA RIBA 
DipPing (AA) 
Nick Hollo B Arch ARAIA 
Sue Spooner BA 



Keys Young 

., 
2. The temporary use as a community sports centre is also appropriate and obviously much 

appreciated by those who use the facility. The facility has perhaps been too successful 

because now, nobody wants to give it up, even though it was designed to be and look like a 

temporary structure. The architecture of the Sports Facility is functional, matter-of-fact, and 

much from the previous on-site structures is recycled into the new facility. 

3. In our view it is entirely appropriate to improve the public domain even for a relatively short time, 

with attractive low cost, usable, facilities rather than to leave a construction site as a desolate 

and sad reminder of what might have been ... 

;~ _) Thank you for this opportunity to comment. 

~: :} .J 

Yours sincerely 

Barry Young 
Managing Director 
Keys Young 

Please note that our Company name referred to in Design Ink was, in 1993, simplified from 
MSJ Keys Young Planners Pty Ltd to Keys Young Pty Ltd. 
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Recession architecture? Well it had to happen given today's economic climate. And it's a great 
turnaround in approach from four years ago when, during tPc- country's Bicentenar;· celebrations, 
massive investments of public monies were poured into the design and developn1ent of many 
urban projects. Since then, the collapse of international markets along with the uncertain 
economies of our trading partners has brought the building indu~try to an al_l tin1e lo\v. Marie 
Geissler reports on the work of MSJ Keys Young on an economical, realistic and useful solution: 
the Sports Centre at Darling Harbour, a 'low cost' sports facility which is open to the public. 

IT'S FOR YOU, 

Investors who purchased 
land in the boom years 
are now faced with the 
daunting prospect of 
owning properties they 
can· t sell or afford to 
d.c\·dop. The result-a 
swag of inner city plots 
abandoned and standing 
\·acant-is lc~n·ing city 
plannL'rs intensely aggravated and workers 
disillusioncd. as well as contributing to the depression 
of locll business and tourist operators. The recently 
L·nmpktL'd sports complex at Darling Harbour. 
designed by MSJ Keys Young (who played a large part 
in thL· original project design for Sydney's f..1shionablc 
Darling Harbour precinct). is a f.1scinating example of 
.1 IlL'\\. style of 'low cost' development. Their highly 
inno\·ative approach has managed to meet the needs 
of the client and the consumer. For an investn1ent of 
S5 million. the developer has upgraded the site and 
ILts been given ;t flve yc;tr option by thL' O:trling 
Harbour Authority to come up with funding for 
ti.1rthn substantial dn·clopmcnt of the land. The site 

.......... ·:. ~. ·:-- ··:· (. •'' ..... ~, 

of the Sports Complex , 
which was originally 
planned as a sort of high
tech 'Tivoli Garden' 
leisure park, is located on 
the city side of Darling 
Harbour on the corner 
block adjacent to the 
Chinese Gardens. The 
Authority's action to build 

has n1eant that the land has been preserved for public 
leisure purposes, albeit for the short-term. 
Comtnenting on this, Peter Willett. Project Architect, 
said 'We wanted to extend the feel of the Darling 
Harbour parklands but at the same time introduce new 
activities beyond those of weekend visitors. The city 
workers during the week were our target market. The 
setting up of sporting f..1cilities tor tennis, basketball, 
volleyball, netball and gym was considered a good way 
to attract these people to the area. We felt that if we 
could establish a precedent tor public sporting facilities 
in the initial phase of the development, then more 
than likely in future developments these would 
continue to be provided'. 

I'I'I<.,Jnk m ~ .. II ll~.l.I.'>IIIUt I'"'~ 



MAnER OF FACT, SO TO SPEAK 

The building fulfils an intriguing concept. Not being 
designed for permanency, it announces its tentative 
status in what could be hallmarked as the language of 
'recession' architecture: a functional, n1atter-of-fact 
aesthetic using a modest steel-fran1ed pavilion clad in 
glass, and capped with a cleated corrugated iron roof. 
Shed-like, it stands starkly against the monun1ental 
backdrop of city skyscrapers and muscular concrete 
motorways. 
The deliberate rawness of the building is both its 
weakness and its strength. The architects wanted the 
structure to look temporary so that in five years there 
would be no difficulties in persuading the public to 
renovate, upgrade or restructure the complex. Of the 
total cost, S 1.2 million was used for the architectural 
construction, the rest for high quality sporting facilities. 
The building is essentially a rectangular box in shape, 
minitnal in design and divided into three large spaces, 
two for gym and the third for a restaurant. These are 
supported by a ribbon of offices and change rooms to 
one side, and to the other a floor to ceiling glassed 
wall which looks out onto a visually striking 
conservatory-style lush rainforest garden landscape. 
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o!Tt·r~d by the festive outdoor resuur:~nt 

wnim . .:. 
llri~hrh· colour~d umbrdl:!s fl:~g a 

Sl'nSl' ot" IH~lid.1y. nugically pmiti01;~d 
on .1 woodt•n J;ieckc:d pontoon in a l.1kl' 

.ldjoining tlw r~mur:ant. 
Commt•min!!: on th~ dc.·si~n. Peter 

Wilktt ~.1\'S. ·T·h~ building: with its 

l.lrl.!t' l,!l.iss~d .lrc:Js. i~ d~si~t~d to work 
.1\ ·.1 th~Jtre wh~re ~\'C:r)~On~ b~com~s 
p.lrt oi tht· ,-i~u.ll bndscap~. Thi~ m~.111s 

thJt rh~ mor~ p~opl~. the more c:xciting 
it h~COilll"<;·. 

MSJ K~ys Young :1rc the mast~r 
plann~rs lor the Olympic G:~m~s sitl' at 
Homt•bu,h. Svdnl"l'- Tht• ~icc covt•rs .m 
arcJ oi 760 hccr;res. l:lrger than the 
S\'tllll'\' CUD .md tht· draJ;tatic fot:us of 
tl;c: pl .. m is J ..-.:ntral p~destrian spine 

linking the.· m.~or ~ports st:adium to the 
h.~rbtlllr .1( Hom~bush U.ty. 

( )ptions within th~· pl.ln h.1~ thl· 

l.lrgt· brid; <Jll.lrn· conn•rtt•d to .1 musil· 

bnwl .111d tt'IIIIIS ct·ntrc:. the ~XIsting 

n.mv~ lllJ11\.!I"O\'~ \"<.'l!:<'t:ltion maint.linc:d 
.111d .1 • 'f'l'<.'t.l:ubr r'nrt·siHHl' 
dn·dopllll'llt umkrtJkl.'n to m.lximist• 
tht· imp.1ct nf the v;~q h.Hbour~idl· 

ti-ont.lf!l'. 

(above) View up spiral stair inside 
the restaurant with conical skylight 
above. 

(below) From the mezzanrne of the 
restaurant looking down 10 the pro 
shop. 
(bottom) Pro shop rntenor features 
soft honey-coloured wood panelling 
and wooden floors. 

The Darling Harbour Sports 
Centre was inspired by a 
combination or Innovative 
concepts. Firstly. It is a 
response to the aim or 
providing a short·term facility 
on a dormant construction 
site. Secondly it is a new 
concept lor a sporting venue. 
unique in its location as a 
lifestyle centre adJacent to the 
city. The centre includes 
tennis courts, 
basketball/nelbaii/Yolleyball 
courts, a gym. restaurant, bar. 
function room and an outdoor 
entertainment area. 
This encourages a more active 
and varied use of Darling 
Harbour al night and on 
weekdays which were 
traditionally on-peak periods. 
Thirdly, In accordance with its 
role as a building of the '90s, 
many or the existing structures 
that remained on the site have 
been recycled into the new 
scheme. For example, existing 
hoarding and tower structures 
now stand as entrance 
gateways. The structure of the 
old Showscan theatre has 
been revitalised as seating lor 
an open-air amphitheatre. 
while the theatre walls have 
been utilised as retaining 
walls lor the terraced courts. 
The terracing or the courts 
complements the topography 
of the neighbouring Chinese 
Garden. The layout and use of 
levels maximises the 
opportunity to create interest 
and Involvement lor the 
promenading onlookers as 
well as players. 
The main pavilion structure 
exploits a variety of outlooks: 
the lake. the city skyline and 
rainforest landscape. The 
locus of the site is where the 
more sculptural and fleshy 
form of the plywood pro-shop 
Is Juxtaposed within the 
pavilion's start! skeletal 
lramewortl. This local point 
stands consciously as an 
object on display. acting as a 
divider between the 
gymnasium and the 
restaurant. The dramatic 
contrast is enhanced by the 
use ol raw steelwortl which 
draws the remnant existing 
structures Into the 
composition. 
Keys Young's architectural 
involvement on the project 
began with the masterplanning 
stage and continued with 
landscaping interiors and 
graphics. The designers. 
Peter Willett and Nick Hollo, 
have been involved with 
Darling Harbour since its 
inception. This comprehensive 
background enabled them to 
Integrate the project fully 
within the broader context ol 
Darling Harbour. 
The greening olthe site and 
the continuation of landscape 
themes of Tumbalong Part! 
extend Darling Harbour to the 
built edge olthe city. The 
improved views and access 
strengthen the connections 
between Darting Harbour and 
the CBD. 
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15/6/95 

To, 

Sandra Nori, M.P., 

Staff & students of 

S.C.E.C.G.S. Redlands, 

272 Military Road, Cremorne, 2090. 

Parliament House, Macquarie Street, Sydney, 2000 

& 

The Director, Public Accounts Committee, 

Parliament House, tv1acquarie Street, Sydney, 2000 

.. ·) Dear Ms N ori I Director, 
: --~ 

I write to you in reference to the attached petition, re Darling•. 

Harbour Sporting Facility. Our school and other schools have used this facility 

regularly and found it to be a most valuable sporting facility. We know that 

various contractual arrangements may limit the options the government has in 

terms of this facility but we could not let this facility be demolished without 

acknowledging the value of the facility to our school community and other school 
•t 

communities. 

We are not inherently opposed to Sega Corp.'s development of 

~:.) a Sega World but would rather see it sited away from Darling Harbour, allowing 

the Darling Harbour Sportiltg Facility to remain for public and school use. Is it 

possible for the government to offer Sega Corp. an alternate site? We hope so! 

Fabian Byrne, 

Art & Design Dept. 

on behalf of the undersigned 

Staff & students of S.C.E.C.G.S. Redlands, 

1:':~:~:::- ·:·~---- .. ·········· ...... , ... :-: ·.· ... ·-··:.'·.'·:·.:.::' ... 



Petition to 
Sandra Nori, M.P., 
Parliament House, yfacquarie Street, Sydney, 2000 
& 
The Director, Public Accounts Committee, 
Parliament House, ~lacquarie Street, Sydney, 2000 

We, the undersigned, he~e,by submit that the Darling Harbour Sporting Facilities 
should remain in their/present format and location and remain available to the 
general public and scYzool students for use as sporting facilities. 

Name 

Staff & students of S.C.E.C.G.S. Redlands, 
272 Military Road, Cremome, 2090. 

l , -·--·--r 
-------------------- ----------------------------------------------------- continued/... ~ 
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Petition to 
Sandra Nori, M.P., 
Parliament House, :\t!acquarie Street, Sydney, 2000 
& 
The Director, Public Accounts Committee, 
Parliament House, :\t!acquarie Street, Sydney, 2000 

. ' 

We, the undersigned, hereby submit that the Darling Harbour Sporting Facilities 
should remain in their present format and location and remain available to the 
general public and school students for use as sporting facilities. 

Name 
,, . ,. / 
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Staff & students of S.C.E.C.G.S. Redlands, 
272 Military Road, Cremome, 2090. 

!Address Sigaature I 
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Petition to 
Sandra Nori, M.P., 
Parliament House, :\Iacqua.~e Street, Sydney, fOOO 
& 
The Director, Public Accounts Committee, 
Parliament House, :\tlacquarie Street, Sydney, 2000 

We, the undersigned, hereby submit that the Darling Harbour Sporting 1-acilities 
should remain in their present format and location and remain available to the 
general public and school students for use as sporting facilities. 

Name !Address 

Staff & students of S.C.E.C.G.S. Redlands, 
272 Military Road, Cremome, 2090. 
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Petition to 
Sandra Nori, M.P., 
Parliament House, :\Iacquarie Street, Sydney, 2000 
& ' 
The Director, Public Accounts Committee, 
Parliament House, :V!acquarie Street, Sydney, 2000 

We, the undersigned, hereby submit that the Darling Harbour Sporting Facilities 
should remain in their present format and location and remain available to the 
general public and school students for use as sporting facilities. 

Name JAddress 

Staff & students ot S.C.E.C.G.S. Redlands, 
272 Military Road, Cremome, 2090. 

r-----------~------------------------------------~---------------: 

-------------------- ----------------------------------------------------- continued/ ... 



Petition to 
Sandra Nori, M.P., 
Parliament House, :\tfacquarie Street, Sydney, 2000 
& 
The Director, Public Accounts Committee, 
Parliament House, :\tfacquarie Street, Sydney, 2000 

We, the undersigned, hereby submit that the Darling Harbour Sporting Facilities 
should remain in their present format and IocatiotJ and remain available to the 
general public and school students for use as sporting facitities. 

Name !Address 

·V A l ) fYI c'-'"'J 

Staff & students of S.C.E.C.G.S. Redlands, 
272 Military Road, Cremome, 2090. 

t 

-------------------- -----------------------------------------------------
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continued/ ... --r 



Petition to 
Sandra Nori, M.P., 
Parliament House, ~Iacquarie Street, Sydney, 2000 
& 
The Director, Public Accounts Committee, 
Parliament House, Niacquarie Street, Sydney, 2000 

We, the undersigned, hereby submit that the Darling Harbour Sporting Facilities 
should remain in their present format and location and remain available to the 
general public and school students for use as sporting facilities. 

Name Address 

n- - r 
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Staff & students of S.C.E.C.G.S. Redlands, 
272 Military Road, Cremome, 2090. 

Sienature 
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The Director 
Public Accounts Committee 
Parliament House 
Macquarie Street 
SYDNEY NSW 2000 

Dear Sir, 

  

\ , . 
·' " \ ~· ·. 

'.........,.· 
..... -' / ... 

. - ·'· 
.. ./ 

16 June 1995 
Ref: HMS.2 

Re: Public Accounts Committee - Darling Harbour - Sporting Facilities 

I refer to the recent notification of the enquiry which has been initiated by the Minister 
for Public Works and Services in respect of the sporting facilities on the Darling Walk site 
at Darling Harbour. I note from the wording of the terms of the enquiry, as set out in the 
notice, that the focus of the Public Accounts Committee's deliberations relate to the 
decision to construct the sporting facilities, in the context of the contractual arrangements 
for the future use of the site, and the method used to finance the sporting facilities. 

However, as you will be aware, the significant public interest that has generated by this 
matter relates to the fact that the sporting facilities in question are to close rather than to 
the contractual arrangements that appear to be the focus of the enquiry. This would 
suggest that there are other :important aspects of this matter which should appropriately 
be vented in an enquiry of this nature, namely, the question of the retention of the sporting 
facilities. 

As I understand the position, the contractual arrangements concerning the future use of 
the site, and, in particular the proposal to use it as an indoor electronic leisure centre, as 
recently described in the press reports on this matter, relate back to the early concept plans 
for the use of the Darling Harbour area. 

It is clear whilst many of the underlying principles which determined the original Concept 
Plan for the Darling Harbour area have remained the same, there have also been many 
changes in public opinion, community expectations, and, not the least. the physical 
planning of the area. In this latter respect I refer particularly to the fact that the Casino 
is now in the process of being built on the other side of Darling Harbour within the 
Pyrmont area: its location in the original Concept Plan being on the City side of Darling 
Harbour. 

~~·'"":'·::······ 
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Whilst I acknowledge that there may well be contractual arrangements which have been 
entered into regarding the development of the Darling Walk site, there would however, 
be no reason why such contractual arrangements could not be re-visited and re-negotiated. 
The parties involved, one of which is an agency of the State Government, could reconsider 
their respective positions in the light of the changed circumstances to which I have just 
referred and with the broader public interest in mind. , 

There are many reasons why the sporting facilities which have been constructed should 
remain as a facility for workers and residents in the City area. Whatever the 
circumstances around their initial provision and whatever- the circumstances around their 
financing, the fact of the matter is that they provide a much needed recreational and 
sporting facility. This is an entirely appropriate use for the locality and complements the 
recreational, cultural, social and other facilities which are available within the City Centre 
and its immediat~ surroundings. Their loss, to whatever other use, would clearly not be 
in the public interest and would clearly be inconsistent with the proper planning of the 
area. 

I would therefore submit that it would be entirely appropriate for the Committee to 
consider whether the terms and conditions of the contractual arrangements in relation to 
the development of this land should be reviewed, and that, further, it would be appropriate 
for the Committee to consider whether the sporting facilities in question should be 
retained. Indeed, it may, with respect, be considered irresponsible if the Committee did 
not explore these aspects of the matter. 

For your information, my interest in this matter stems from my work as a town planning 
consultant with a particular interest in the planning and development of the Sydney City 
area. 

I look forward to hearing your response to the matters raised in this letter. 
r 

Yours faithfully, 

r 

H M Sanders 

1 
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16 June 1995 

The Chairman 
Parliamentary Accounts Committee 
Parliament House 
Macquarie Street 
SYDNEY NSW 2000 

Dear Sir. 

Re: Darling Walk Site- Interim Use - Sports Facilities 

After receipt of advice from the Hon Michael Knight. Minister for Public Works and Services. that he 
intended to refer this matter to the Public Accounts Committee, the issue was discussed at some length 
by the Finance Sub-committee of this Authority. 

As the relevant decisions had been made in 1991 and there has subsequently been a 50% turnover of 
Part-time Members of the Authority. it appeared appropriate to that Sub-committee that the Authority's 
management of this project should be reviewed by an independent body and that the outcome of the 
review should be made available:: to the Board. This task was assigned to the Authority's internal 
auditors. Price Waterhouse. and is the subject of the enclosed report dated May 1995. 

I have also sought advice from Clayton Utz that the report contains no matters of legal sensitivity should 
it be made public. whilst also inviting Clayton Utz to review the Board's procedures from a legal 
perspective. A copy of Clayton Utz' letter in this regard is also enclosed. You will note that Clayton 
Utz did not represent the Authority in the negotiations with Uras. 

Price Waterhouse. as a result of its research. (and Clayton Utz to a lesser degree) has summarised 
relevant events from the time of the original decision to build a high-tech entertainment centre in 
1985/86 to the contractual position reached in July 1991. which is the subject of your investigation. 

Mr I Thackeray has also been given total access to the Authority's files and will therefore have the 
capacity to advise your Committee on Price Waterhouse's findings and summary . 

There appears to be little point in providing the Con1mittee with a further review of the documentation 
and therefore this submission is forwarded in the context that the background circumstance and 
chronology of the matter have been fairly well reviewed and analysed. It concentrates on the 
Committee ·s terms of reference and is intended to provide some insight into the events of 1990/91. 

I have elected to make this submission personally because I conducted the majority of the negotiations. 
assisted on some occasions by the Chairman of the Authority. Mr James P Graham. 

15926.TJ/pan Page I of 4 
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As Mr Graham is overseas at the time of writing and the other Members of the Authority have little 
detailed knowledge of this matter, and in view of the date you require submissions, I believe it to be 
more sensible to provide you with a personal submission at this time. I will refer this submission and 
the Price Waterhouse report to the next meeting of the Authority, which is scheduled for PM 20 June, 
1995 and will advise you of the outcome of this meeting. 

Contractual Arrangements for the Future of the Site 

In 1985, the Authority determined that the site (now) known as Darling Walk should be used for a high
tech theme park. For your information, this decision was reaffirmed in the recent review _of the Darling 
Harbour Master Plan. 

Over a period of four to five years, three private sector companies tried to establish the desired theme 
park but failed. predominantly because of the economic conditions at the time and, hindsight suggests, 
because the concept of a theme park totally independent of internationally established operations may 
have been a little idealistic. 

When it was finally concluded that Uras could not be capable of meeting its contractual obligations, the 
Authority's long term aim remained the establishment of the theme park but, as it was fairly obvious 
that the concept would be very difficult to finance. a short term option which restored respectability to 
the site was also needed. 

The best method of keeping the long term aim in focus was to continue with Uras. for a specified 
period, whilst at the same time taking advantage ·of U ras' continuing interest to meet our shorter term 
requirements. 

At this time, there was growing concern within the City over the number of developments which had 
been started and not completed, leaving unsightly holes and scars. The Authority was very conscious of 
the overall impact of these sites, three of which were within Darling Harbour, and the adverse 
impression they generated. 

We therefore set out to "rehabilitate" Darling Walk, which both Uras and its financiers agreed was an 
-t 

appropriate outcome. and as time· progressed we conceived an "interim use" solution rather than a 
passive rehabilitation, with an associated increase in U ras' contribution. 

Lease documentation was therefore raised which provided Uras with the capacity to return to the site 
and build the theme park under certain conditions within a specified time frame, subject to Uras 

<J providing up to $5 million to prepare the site for an interim use. 

These contractual arrangement are still in place and now give rise to the need to establish the theme 
park. 

Appropriateness of Expenditure on Sporting Facilities 

At no stage during the relevant negotiations did the Authority seek to make a direct windfall profit at the 
expens~ of Uras. Uras · Director of Finance. Mr Ross Laurie. expressed strong concerns on this issue 
in the very final stages of negotiation. indicating that it was critical to Uras' considerations that the 
Authority was not intending to pay lip service to the interim use concept and subsequently retain the 
funds. I personally gave Laurie an undertaking that the Authority would convert the site for the interim 
use and that any money not expended would be returned to U ras. 

Additionally. the sum to be provided by Uras was never considered to be an "option fee" in the classic 
form nor was it interpreted as a way of compensation for foregone rent. 

15926. T J/pan Page 2 of 4 



From the outset, the agreed terms were that Uras would pay for site rehabilitation only and it was 
therefore appropriate that money received was spent on rehabilitation which, you will note from the 
Clayton Utz advice, was also a contractual obligation. 

Decision to Construct Sporting Facilities 

The circumstances leading to the decision to construct sporting facilities are outlined in the Price 
Waterhouse report. 

In the context of the decision making process, the type of facilities provided are, to a large degree, 
irrelevant. The Authority was aware in 1991 that whatever was provided in the way of either 
rehabilitation or interim use, the removal of those facilities from the public domain would result in 
public dismay. The Authority initially considered that some form of simple rehabilitation was better 
than leaving the site as an eyesore, particularly as the cost was to be borne by the private sector, but 
subsequently went on to seek an active interim use under the same financial arrangements. 

Under the circumstances pertaining at the time, the Authority would have been considered derelict in its 
duty not to proceed with rehabilitation/interim use, despite the fact that it knew that eventual removal of 
the facilities would be unpopular . 

. , 
_; Financial Method 

The method of financing the sporting facilities has already been discussed. It appeared totally 
appropriate at the time that the developer should fund an alternative use for the site pending 
establishment of the theme park. In this regard. I would like to point out that city residents have had 
access to excellent facilities over the last four years which would not have been available otherwise and 
that these facilities were provided at no cost to the State. 

The Price Waterhouse Report 

I would like to make the following comments on the Price Waterhouse report. 

1. It includes the names of lfras' financiers which are required for completeness of the report but 
should not, I believe, be made public unless this is considered essential by the Committee. 
(Similar comments apply to the Clayton Utz advice.) 

2. The only person from the Hayson Group interviewed by Price Waterhouse was Mr Tom Hayson 
who was not directly involved in the negotiations. I believe that Mr Ross Laurie would be able 
to assist the Committee. Mr Laurie is currently living on the Queensland South Coast; his work 
telephone number is (075) 93 1666. 

3. Page 15 (third paragraph) points out that the Authority anticipated a substantial profit from the 
operations of the sports facilities. Unfortunately this did not eventuate, but the prospect of 
revenue from the site during the interim period was a critical factor in the Authorjty's 
determination. 

Other Financial!Conlffiercial Issues 

Of the land originally available to Uras. approximately one third was excluded from the July 1991 
documentation and has now been designated as a site for a high-tech movie theatre. This will produce a 
guaranteed minimum income in excess of $300.000 per annum. with upside projected at an extra 
$200.000 annually. which will come on-stream before the theme park is operational. 

15926.TJ/pan Page 3 of 4 
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Prior to July 1991, the minimum guaranteed rent for the entire site was to be based on a percentage of 
land value. During negotiation of the July 1991 documentation, the opportunity was taken to stipulate 
that value in a way which is very advantageous to the Authority. Should the Sega proposal go ahead, 
the guaranteed return to the Authority will be substantially in excess of that which would have been 
guaranteed under any of the previous arrangements. 

The benefits of the July 199'1 arrangements were therefore anticipated to be: 

• sporting facilities provided at no cost to the taxpayer over an interim period, which was 
characterised by a poor financial climate; 

• removal of an eyesore with commensurate improvement of the presentation of the Darling 
Harbour precinct; 

• better control of our land assets in that it provided the opportunity to develop and use the 
component parts of the original site to better effect. 

• an income stream during the interim use period; 

• substantially increased rent over the long term; 

• resale value of equipment and fittings; and 

• maintaining the opportunity to develop the theme park. 

The disadvantage perceived at the time the decision was taken was the adverse public reaction to the 
eventual removal of the sporting facilities, or whatever was put in place during the interim period. 

Sununary 

The Price Waterhouse report, Clayton Utz' advice and Mr Thackerary's research will provide the 
Committee with a comprehensive understanding of the events which took place between 1985 and July 
1991. 1 

I believe that the Authority's activities in 1990/91 were commercially sound, well focused, conducted in 
an appropriate manner and provided the State with the most attractive option available at the time. 

,- :-.. It is unfortunate that the sporting facilities did not generate the anticipated revenue and that they can no 
~.) longer be retained. but these issues do not detract from the overall soundness of the Authority's 

decisions and actions. 

Yours faithfully 

_ ..
 

T W Jones 
General Manager 
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ClAYTON UTZ 

Our Refe:euce: 
236/136 

~!Solidror C oa.tae:t: 
Deborah Bailey 
Greg McHugh 3~3 4236 

16 June 1995 

Mr T Jones 
General Manager 
Darlini Hart>our Authority 
Levc116 
2 MarXet Street 
SYD~"EY NSW 20CX) 

:'-) Dear Sir 

DARUNG HARBOUR SPORTING FACILl.TIBS 

Ltveis 27 -l S 
H~ I O'Connell Street 
Sydn~ SSW 2000 

PO aox H1 
Austnll• Square 
S~"., NSW 2000 
OX 370 Sydney 

Ph (02) J5:3 .cooo 
IN + t: 12 Hl 4000 
;u •02; 451 7132 

IYDNit 

IIII.IOU.IIII 

••••a.uar ,,., .. 
(UIIIIIA 

The terma of reference of the Public Accouml Committee appointed to iDquire imo tbe 
constrUCtion of th: Darling Harbour Sporting PacWties in the a.rea kDown as DarliDa Walk are: 

"To ~ iDto and report upon tbe eire~ .and - or: 

• 

• 

~.,.?arlina Harbour Authority'• 1991 declalon to coostmct spotting 
ract11ties on the Darlina Walk Site at Darting Harbour, JiveD the coDtraetWll 
arranaemema of the future usc of the site; mt 

tbe method used to fiJlaDce tbe aponing facWlies." 

At the request of the Darling Harbour Authority (•DBA•) we have reviewed tbe doetlDlCittl 
(specified below) relatin& to the construction of the Darling Harbour Spottina Facilities. Bued 
on this review, we have also considered wbether the actiom of the DHA are in accordance with 
lu statutory poweri UDder the Darling Harbour Allthority Aa 1984 (tbc ·As;t~. 

In 'summary our cx•nclusion from this review of selected documems is tbat tbe DHA has acted 
in accordance with ita objectives and powen under the Act, In obtaining from Uru HoldiDiS Pty 
Limited (•Uru'} the sum of SS million and using thiJ sum to finance rellabilitation of, alld 
construction of sporting facilities on, the Darlin& Walk Site. 

Extent of Review 

Our review is based primarily on the Agreement for Lease emercd iltto on 31uly 1991 (•Curzem 
~·), which reflected the finali!ation of discuss.iom by the DHA with the parties m';olved 
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Mr T Jones 
CLAYTON UTZ 

Duling Harbour Authority . 16Junc 1m 2. 

in the development ai¥1 financina of the lite. 

In preparlni our advice we have alJo comidered the terma of the repolt of~ Waterhouse 
dated May 199S on the Darling Walk Int:rim Use Facility, which was prqwed by Price 
Watcrhowe after a review of the DHA'1 files. 1'hiA report provides a history of the matter and 
considers issuea such aa why the DHA did not take posscsaioa-of the site in 1990 and find an 
alternative developer for the site. 

We have also cc•n.sidcred the followini legal document.9 (detailed in date order): 

1. Agreement for lase dated 12 December 1986 • DHA. Di!covery VillaJo {NSW) Pty. 

2. 

Limited, Parzy Corporation I Jraited. 

Deed of Assianment dated 27 Jamwy 1988- DHA, Discoveey Villaac, Parry, Uras, 
Merlin International Properties (Awtralia) Pty. Limited and Merlin Inlemational 
Properties Limited. 

3. ~for Lease dated 17 March 1988- DHA, Uru, Merlin. Incomplete copy 
sighted ( •Prcvioul ApciiJemj. · 

4. Deed of Consent dated 21 December 1988 • DHA, Uru,, 

5. Deed of Variation elated 16 February 1989- DHA, Uru, Merlin. 

6. Deed o·f Consent dated 31 August 1989 .. DHA, Uru, 
.. -·-· ":.. 

-r 

7. Deed of Consent ,."«1 Confinnation of Guarantee ~ lS December 1989 - DHA, 
Uraa, · ::~ 1 Merlin. 

8. Deed of Coment, CoVCDant and Guarantee dated 1 Janw.ry 1990 • DHA, Uru, 
and 8 others. 

9. Copy of Undated Memorm:hml of Undemandq • DHA, Uraa, 

10. Agreement for Leue dated 3 July 1991 (and Minister's consent dated 31uly 1991)
DHA, Uras, Merlin, Tbomu C1cment Hayton, Ian Clement HayJOn and Roger 
Norman Kobler, 

11. Letter from I .. ·~ . to DHA dated 3 July 1991 aareeina to pay 
the sum of up to $.5 million payable by uru directly to DHA. 

12. Deed of Consent dated 3 July 1991 - DHA, Uras, 

We have not for the: purposes of this review, considered the DHA·• internal file;, whether any 
nec~sary consents were obtAined by the DHA, cr if the DHA complied with internal procedures 

SYD 1 '.236\261633 . 
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Mt T Jooes 
ClAYTON UTZ 

Darling Harbour Authority . 16 June 1995 3. 

for the obtainil\i of Board approval. 

Ierms Qf am~ Aileemem 

The Current Agreement reiUlate! the obligations of the partiet following diSClWions ariaq from 
the failure of Uras to perform its obUaa.tiona wx1et tbc Previous Agreement to constrUCt 
improvements on the site. The Price Waterbolue report provides a Chronological Summary of 
those evenu. 

The Cumat Aareemcnt; 

1. Terminate& the Previous Aireemettt II¥1: 

l. 

3. 

4. 

~. 

6. 

releases tbe parties from any obUgatiOQS to pay damaaea; 

provides for the ba.nk guarantee for S250,00J held by the DHA under the 
Previous Agreement (under the Deed of VariAtion dated 16 February 1989) 
to be retumed and to be replaced by I $500 ,()(X) bank auarantee. if Uru 
re-occupie& the site. 

Entitles the DHA to use the site for 1 period up to 30 June 1995. 

Prov~ for Uru to pay for improvements to the lite to improve it from a 
construction site l1ld to enable it to be uaed b)' tbe public or an intcrlm uaer at the 
site. 

SUbject to poinl 5, providea Uru bas no riahts to occupy the aite. 
1 

Granta Uru an option, only exercisable up to 30 June 1m, 10 ccOsuuct an 
entertainment complex and to 1euc tbe aile IUbject to Uru satisfyiq co!Xtitioos 
reprding ftntncing and Its capacity to carey out the development. 

Reduces the size of the aile the subject of the Previoul A~ by excluding me 
Stage 3 .dtc. 

Clause 4 of the Current Agreement provides: 

Uras wW pay to the DHA 

costs of improving tbe site; and 

any sum payable to an interim user on termination of an arrangement with 
the interim user. 

up to S! million. 

SYD~'·236\261633. 
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MrT Jo~ 
CLAYTON UTZ 

Darlizli Harbour Authority . 161une 1995 

The DHA was entitled to improve the site to a condition acceptable to the DHA (in iu absolute 
discretion) for uae by tbe publlc and/or the interim user. The DHA used this discretion to 
rehabUitate the a i1e and coosuuct tennis COUIU and buketblll court:a on the site by usma the tot1l 
sum of $5 mUliCJll. An additiotl&l sum of $200,00) wu a1ao spem by the DHA from its own 
fund.s on the IJ»>rtina faeiUties, which in the view of Price Waterhouse, does not appear 
unreasonable aiven the beoerrt of the IJ)Oiti.oi facilltiea. 

The hi! tory of the development of the lite. and all of tbe circumstances involved in the a:rant of 
the option to Uras, (includiJli those matters described in the Price Waterhouse report) should be 
cowidercd wllcn lookini at the appropriateness of the $3 miUion payment ml its subsequent use. 
The payment is put of a total transaCtion, was not paid to tho DHA uncoodltlonally and was paid 
by on behalf of Uru, for the specific purposes detalled in clause 
4 of the Current Agreemen%. Its use to these purposes, potcaUaUy for a period expirlni in 1995 
should have been contemplated by each party ts part oftht overall commercial agreement. The 
DHA wu able to oegotiate the WJe of thiJ sum of $5 mi1Uoo, rather than limply holdin& the 
money (u is o~., the case with an option fee) until the option period expired on 30 June 1995 
and ba ving an un:leveloped coostruction a ire in Dulizli Hubour for approximately four years . 

The DHA is constituted as a corporation under section 6{1) aDd ita powers u a corporation are 
not limited by tbe Act (section 10(3)). 

The objects of tbe DHA are to promote, cncouraae, facilitate, cany oot &Del control the 
development of Darlina Harbour, whether development is caaied out by or on behalf of the 
DHA (section 9). 

Section 11 specifically giv~ the DHA tbe riaht to organise IDd conduct reaeatioDil and 
commercial activities &Del 10 construct. establish, majntaln and operate recreational and 
commercial facilitles. 

Section 14 ifve8 ~ DHA powers in respect of land generally including powers to erect butldin1s 
and cause work to be done onlaai. · 

The letter at 13 Apri1199' from Mr Terry Jones, OeDeral Manqer, DHA to Mr MicbW 
K.niibt, MiniJter for Public Worn and Servi~. ~ta tb&t tbc co~ ~ludina tbe 
financialarra.naemeau wu approved and authorised by the DHA Board. The letter also refers 
to the previous Minister, Mr Webster,- Jiving approval for the option. but not expenditure. 

The DHA, Ura.s an~ , _ . commercially negotiated the terms of the 
Current Agreement, following failure by Uras to comply with its obligations under the Previous 
Agreement. 

SYDl\236\264633. 
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Mr T Jones 
·cLAYTON UTZ 

Darling H~ Authority . 16 June 1995 5. 

The DHA negotiated in ita favour, payment of the IWD of~ mWlon for use on the tcriiU of 
clause 4 of the Ap-eement for Lease dated 3 July 1991, to enable improvement of the site. 

Based on tbe review of documenrs, detailed in this letter, we consider tlu.t tbe Authority hu 
ac-ted in accordance with ita objectives tnd powen pursutnt to the Act ln obtainina payment of 
the sum of $5 million alX1 wing it in accordance with e1awe ~ of the CUr;rcnt Aareement to 
fm.ance rehabilitation and consuuction of sporting facilities, en tht Darlini Walk site. 

For reasons of commercial sensitivity it would be preferable if the names of Uru's fuwders 
were not made public unlcs8 such disclosure was considered euential. · 

Youn faithfully 
CLAYfONUlL 

SYD 1\236\261633. 
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Price ~JaterhfJuse 

4 May 1995 

Mr J Graham 
Chairman 
Darling Harbour Authority 
Level16 
2 Market Street 
SYDNEY NSW 2000 

Dear James 

Independent Review of the Darling Walk Site Lease 
Arrangement 

OX990Sydney 

During discussions of the 1995 internal audit program for the Darling Harbour 
Authority (the Authority) with the Finance Sub Committee on Thursday 20 April 
1995, we suggested that it may be appropriate for Price Waterhouse to conduct an 
independent review of the processes surrounding the Darling Walk site lease 
arrangement. 

't' 

Purpose of this review 

The purpose of this review is to gain an overall understanding of all of the major 
contractual and risk issues in the arrangements and to provide independent assurance 
to the Finance Sub Committee and the Chief Executive that due process has been 
followed and that the steps taken by management in the negotiations were consistent 
with the objectives of the Authority. 

It is noted that the Authority considers that due process has been followed and that 
the Darling Walk site lease arrangement was completely consistent with the 
objectives of the Authority. 

Proposed work plan 

Our proposed approach involves 4 phases, as follows: 

Phase 1 Initial overview, to be undertaken within 1 week from commencement 

Quality Certified to Australian Standard AS3901 
(International Standard ISO 9001) 
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Mr J Graham 
Page 2 

Phase 2 

Phase 3 

Phase 4 

Detailed review, to be undertaken within a further 2 weeks 

Investigation of any agreed matters_ 

Reporting 

Each Phase builds on the results of previous Phases. A decision will be made at the 
end of each Phase as to the need to continue with the next, or move to Phase 4. 

Attached as appendix 1 to this letter is an initial work plan of steps to be performed 
by us in Phases 1 and 2 . 

In Phase 1, we will seek to gain a detailed understanding of the arrangement and the 
processes adopted the Authority. Interviews will be held with key Authority 
personnel and any advisers. Major reports and documents will be reviewed. 

In Phase 2, we will extend the scope of Phase 1 to include detailed interviews with all 
appropriate Authority personnel and advisers and review of all relevant files and 
reports. In this phase we would seek to confirm our understanding from Phase 1 and 
ensure that the files of the Authority support the information presented to us in Phase 
1. 

We will report on fmdings and provide a submission of any further tasks that ought 
to be performed by Price Waterhouse, the Authority or other parties. 

During the conduct of Phases 1 and 2 it is possible that we will identify areas which 
require detailed study or investigation either by ourselves or Authority management. 
If these are likely to involve extensive effort, rather than delaying the completion of 
Phases 1 and 2 we will report them in Phases 1 and 2 and perform such investigations 
as a separate Phase 3. Details of any such investigations will be agreed with 
Authority management prior to commencement. 

Phase 4 will involve preparation of a report to the Authority summarising the results 
of our review. 

Staffing 

The review will be performed by myself and John Feely, assisted by a Price 
Waterhouse senior manager. 



{__\ 
-V 

4 May 1995 
Mr J Graham 
Page 3 

Please do not hesitate to contact John Feely or myself if you have any queries on the 
above. 

Yours sincerely 

JF Kropp 
Partner 



() 

Darling Walk Lease 

Proposed Work Plan 

Phase 1 

1. Meet with key Authority personnel. 

2. Review key internal files, minutes etc. 

3. Prepare check list of key issues which should have been addressed during 
process and agree with Authority. Reference to be made to internal PW 
material and past external reports (eg Auditor-General, Public Accounts 
Committee, Treasury Guidelines etc). 

4. Meet with any key external parties and advisers. 

5. Review any key external reports. 

6. Meeting with Authority management to consider initial impressions, issues 
identified, make any recommendations arising as a result of Phase 1 and 
consider the need to progress to Phase 2. 

Phase 2 

1. Interview all Authority personnel involved in project. 

2. In depth review of all relevant Authority and adviser files. 

3. Detailed analysis of information collected in Phases 1 and 2. 

4. Meeting with Authority management to consider results of Phase 2 and report 
on any recommended actions for the Authority. 
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Darling Harbour Authority 

Darling Walk Interim Use 
Facility 

May 1995 
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6 June 1995 

Mr J Graham 
Chainnan 
Darling Harbour Authority 
Level16 
12 Market Street 
SYDNEY NSW 2000 

Dear Mr Graham 

Darling Walk Interim Use Facility 

Telex 21798 
OX 990 Sydney 

We have completed our work concerning the development of the Darling Walk site 
by the Darling Harbour Authority ("DHA" or the "Authority") and the subsequent 
construction of the Interim Use Sports Facility and enclose a report on our findings. 

The scope of our work is set out at Section 2 of the report and is broadly as outlined 
in our letter to you of 4 May 1995. 

You should be aware that in undertaking our review we have had access to 
documentation supplied by the Authority supplemented by interviews with senior 
DHA personnel and only limited access to external parties. 

Our report has been prepared for the sole use of the Darling Harbour Authority and 
the contents should not be disclosed to any other party without our prior consent. 

Can we take this opportunity to thank DHA personnel for their assistance in the 
project. 

Yours sincerely 

JF Kropp 
Partner 

Quality Certified to Australian Standard AS3901 
(International Standard ISO 9001) 
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1 Executive Summary 

Introduction/Background 

As part of the development of Darling Harbour, expressions of interest were 
sought in 1985/86 for the development of~ area on_the eastern side of w~ 
Darling Harbour Development Area bounded by Ccckle Bay to the North, 
the Chinese Garden to the South and Tumbalong Park to the West. The area 
became known as Darling Walk. 

A proposal by Creative Design and Technologies (CDT) for a high tech. 
theme park was selected by the Darling Harbour Authority ("DHA" or the 
"Authority") as the most appropriate project for the Darling Walk site and an 
Agreement to Lease was entered into. The project suffered a number of 
setbacks, primarily arising from difficulties securing adequate financing at a 
time when the prevailing economic conditions made any form of property 
development extremely difficult. 

During 1987 and 1988, there were two changes to the parties of the 
Agreement to Lease; frrstly, the Parry Corporation replaced CDT and 
secondly, the Parry Corporation was in tum replaced by the Hayson Group 
(using a newly created subsidiary of a Hayson related company, Merlin, 
called Uras). 

Progress on the project continued to be slow as Uras experienced a number 
of difficulties securing finance. This resulted in a number of amendments to 
the Agreement to Lease. 

Financing of the Interim Use Facility 

When Uras failed to comply with the terms of a Deed of Variation dated 29 
June 1990, which required the initial stage of the development to be complete 
by 30 September 1990, the Authority notified Uras that it was in breach. 
Under the terms of the Deed of Variation, the Authority was entitled to 
immediately terminate the Agreement to Lease or to consider alternate uses 
for the site. 

In November 1990, after lengthy discussions, a Memorandum of 
Understanding was signed by the Authority, Uras and their fmancial backers 

., The Memorandum of Understanding 
stated that unless immedtate financing was in place, Uras could only maintain 
an option to exercise the Lease if an amount of up to $5 million was payable 
to the Authority to rehabilitate the Darling Walk site ($1 million payable 

Darling Harbour Authority 

Darling Walk Interim Use Facility 
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upfront, the remainder payable as the rehabilitation work progressed). This 
rehabilitation became known as the Interim Use Facility. The option could 
only be exercised in a period from between 18-54 months from the date of 
the Memorandum of Understanding. 

After further discussions, the principles of the Memorandum of 
Understanding were incorporated in an Agreement for Lease dated 3 July 
1991. The option period was amended in the Agreement to 30 November 
1992- 30 June 1995. Notice to exercise the option was received in May 
1995. 

Interim Use Facility 

Expressions of interest were sought in January 1991 for alternate uses for the 
Darling Walk site. The submissions were shortlisted and through a series of 
interviews/discussions, the Authority opted to utilise the site with 
tennis/basketball courts and a Gymnasium/restaurant complex. The facility 
was completed in December 1991 at a total cost of $5.2 million. $5 million 
of this was funded by ··under the 3 July 1991 Agreement for lease 
arrangement. 

Conclusions 

Based on our work, we are satisfied that the documentation we have 
reviewed and the interviews we have conducted support each other as well 
as the representations made by management of the Authority. 

We believe that the key decisions made by the current Board and Senior 
Management in relation to the Darling W a1k project have been made so as to 
eliminate the eyesore that existed and provide an additional recreational 
facility to the immediate neightbourhood of Darling Harbour at minimal cost 
to the New South Wales taxpayer. Further, the decisions are consistent with 
the overall objectives of the Authority. The deal negotiated by the DHA was 
commercial and at arms length and, in the opinion of Tom Hayson, "very 
tough". Further, based on the correspondence reviewed and the 
representations received we consider that it is unlikely the · would have 
paid any higher amount either for the rehabilitation of the site or general use 
by the DHA. 

Darling Harbour Authority 
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2 Scope of Work and Approach 

Scope 

On 13 April1995, Mr Michael Knight, Minister fo~ Public Wor_ks and 
Services sought clarification from the General Manager of DHA on a number 
of issues concerning the Darling Walk development and the Interim Use 
Facility. This letter is set out at Appendix 2 to the report. The Authority 
replied to Mr Knight's letter {Appendix 3) on 13 April 1995 providing some 
background to the project and answers to the Minister's questions. 

On 15 April 1995 Mr Knight issued a media release (Appendix 4) stating that 
he would "request the New South Wales Parliament's bi-partisan Public 
Accounts Committee to inquire into the Darling Harbour Authority's 1991 
decision to construct more than $5 million of facilities on land that they had 
granted a developer on option to build on." 

At the Finance Sub Committee meeting of the Authority on 20 April 1995, 
during the discussion of the internal audit plan for the DHA, it was decided 
that it would be appropriate for Price Waterhouse to conduct an independent 
review of the project. The scope of our work is set out in our letter to the 
Chairman of the Authority dated 4 May 1995, attached at Appendix 1 to this 
report. In summary, our scope was to gain an overall understanding of all of 
the major contractual and risk issues in the arrangements (concerning the 
interim use facility at Darling Walk) and to provide assurance to the Finance 

"t 

Sub Committee and the Chief Executive that due process has been followed 
and that steps taken by management in the negotiations were consistent with 
the objectives of DHA. 

Approa.ch 

Our approach has been as follows: 

1. 

2. 

Obtain a briefmg on the background and current status of the project 
from key DHA personnel (Chairman, General Manager and 
Manager, Finance and Administration). 

Review all files and legal documents presented to us by D HA taking 
copies of relevant extracts and preparing notes. The objective of this 
was to gain an understanding of the history of the project. 

Darling Harbour Authority 
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3. Prepare a list of areas to be covered in interviews with DHA 
personnel. 

4. Interview relevant DHA personnel to confirm/expand on the 
information gained at 2. above. Interviews were conducted with the 
following: 

Mr James Graham 
Mr Terry Jones 
Ms Diana Talty 

Mr Robert Garing 

Chairman 
General Manager . 
Manager, Planning and 
Development 
Manager, Maintenance and 
Operational Services. 

5. Interview the following external party: 

Mr Tom Hayson Director, Uras Holdings 

6. Review of additional information arising from the results of the 
interviews at 4. and 5. above. 

It should be noted that the interviews noted in 4 and 5 above were conducted 
without the interviewees having the benefit of referring to specific 
documentation, ie: it was purely their recollection of the process. 

The results of the work undertaken are summarised in this report. 

Darling Harbour Authority 
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3 Chronological Summary of Events 
In gaining an understanding pf the Darling Walk project as a whole, it is 
important to consider the relevant timings of events from the project's 
conception in 1986 to the present date. Set out below is a chronological 
summary of events. In order to simplify the history of the project it is 
possible to break the project life into 4 distinct chun!cs as follows: 

• the period under the old Board (1986- February 1989) 
• the new Board (February 1989 - June 1990) 
• negotiations with Uras/BAC (June 1990 - July 1991) 
• the Interim Use Facility (July 1991 - April 1995) 

Taking each of these time periods in tum. 

The period under the old Board (1986- February 1989) 

Date 

February 1986 

1 

Mid 1986 

Event 

Expressions of interest called to develop the Darling 
Walk site. Two proposals were shortlisted. Discovery 
Village, a $150 million high tech. entertainment 
complex forwarded by Mr Lugman Keele (through a 
company, Creative Designs and Technologies) and 
Tivoli Sydney, a European style pleasure garden based 
on an existing project in Copenhagen, Denmark. 

Discovery Village was chosen as being the most 
attractive proposal. 

CDT tried to find financial backers for the project. 

December 1986 CDT and Parry Corporation joined together to develop 
the site. 

Early 1987 

The development was to be in 3 phases with completion 
dates as follows; 

• phase 1, 1 January 1988; 
• phase 2, 1 August 1988 
• phase 3, 1 November 1988. 

An Agreement to Lease was signed on 12 December 
1986. 

Work commenced on the project. 

Darling Harbour Authority 
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Date Event 

August 1987 Organisational conflicts between COT and Parry began 
to delay the project and Parry agreed to buy CDT out 
for an amount of up to $10 million, dependant in part 
on the timely progression of the project. 

September 1987 Parry proposed amendments to the original design to 
apparently enhance the commercial viability of the 
project. 

November 1987 There was significant amount of press coverage on the 
weak fmancial condition of Parry. 

December 1987 In light of fmancial difficulties, work on the Darling 
Walk project came to a halt before the amendments 
proposed in September 1987 were approved by the 
DHA. 

January 1988 Parry proposed that the Agreement to Lease be 
assigned to Uras Holdings (a Company controlled by 
the Rayson Group via Merlin International). 

Uras proposed significant amendments to the project 
which converted it into a two stage development. 
Stage 1 to be completed by October 1989 and Stage 2, 
which would not commence until Stage 1 was complete, 
to be completed by May 1993. 

The Agreement to Lease was signed by Uras on 
17 March 1988. 

The New Board (February 1989 - June 1990) 

Date 

February 1989 

Event 

It became apparent that the Stage 1 development would 
not be complete by October 1989. Therefore, a Deed 
of Variation to the Agreement to Lease was entered 
into on 16 February 1989. This Deed of Variation set 
a number of conditions on Uras, including the condition 
that Uras was required to complete the initial part of 
the development by June 1990. 

Terry Jones appointed as general manager to the DHA. 

Darling Harbour Authority 
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Date 

July 1989 

Mid 1989 

Mid-late 1989 

Event 

New Board appointed to DHA 

The New Board undertook a review to establish how 
much additional public money was needed to complete 
the whole Darling Harbour project. This review 
highlighted that an extra $59.1 million was needed, to 
complete various contracts, although the budget in 
place at the time only cillowed for $12 million. The 
additional funds were sought from the State 
Government. None of the $59.1 million related to the 
Darling Walk site as it was always viewed as a 
privately funded project. A small amount (estimated at 
approximately $0.2 million) related to roads and areas 
surrounding the Darling Walk site. 

Further difficulties meant that it became unlikely that 
the June 1990 target would be met. 

December 1989 Agreement reached in principle between Uras and the 
DHA that an extension of time would be granted. 

June 1990 A Deed of Variation was entered into requiring Uras to 
arrange for the construction and completion of the 
initial stage of the project by September 1990. Under 
the terms of this Deed, if Uras failed to comply with 
the provisions, the DHA 

1. had the right to any time, and for any reason, to 
serve a notice of immediate termination; and 

2. was entitled to examine and consider alternate uses 
of the land and discuss proposals with third parties 
in regard to its use by a third party. 

·Negotiations with Uras/BAC (June 1990- July 1991) 

Date 

October 1990 

Event 

When Uras failed to comply with the June 1990 Deed 
of Variation, letters were issued on 5 October 1990 to 
Uras and their guarantors, . 
advising that the company was in breach. 

Darling Harbour Authority 
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Date .·"' Event 

November 1990 After lengthy negotiations, a Memorandum of 
Understanding between the Authority, Uras and 
was signed relating to the Authority's alternate use for 
the Darling Walk site. The Memorandum of 
Understanding stated, in part that: 

"The Interim Use opti9n invol"{es the advance to Uras 
by of up to $5 million to reinstate and-landscape 
the Stage 1 site, (State 1 is the site of the present 
Interim Sporting Facility), as required by DHA, whilst 
maintaining the Agreement to Lease and rental 
provisions on foot, except that at any time between 18 
months and 54 months from the commencement of the 
period Uras may give 6 months notice that it intends to 
construct Stage 1, in accordance with a schedule agreed 
with DHA, and that it has finance to proceed. In the 
event that Uras constructs Stage 1 under these 
circumstances the base rent as defmed will commence 
on completion of Stage 1. Should Uras not be able to 
confirm its ability to proceed with Stage 1 within 54 
months, the entire site will revert to the DHA". 

"It is agreed that the amount of up to $5 million for the 
Interim Period is an indicative figure. Expenditure 
would be limited to that initially required to remove or 
conceal works not required during the Interim Period, 
rehabilitate those works which remain, landscape the 
site and increase public safety in the vicinity of the lake 
as directed by the DHA." 

The option to develop the site at a future date excluded 
the so called Stage 3 site. Stage 3 is the site at the head 
of Cockle Bay and was always expected to be the most 
fmancially lucrative part of the Darling Walk 
development. This site reverted to the DHA. 
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Date 

July 1991 

Event 

Further lengthy negotiations followed involving lawyers 
from both DHA and Urasf _ An Agreement to 
Lease was finally signed on 3 July 1991 confirming the 
principles set out in the Memorandum of 
Understanding. 

Clause 4 of the Agree~ent deal~ with the rehabilitati0~ 
of the site and in part states ~t "the Lessee· 
(Urasf , will pay the Lessor (DHA) 

(i) the costs of improving the Land by converting the 
Land from its current condition to a condition 
acceptable to the Lessor (in the Lessors absolute 
discretion) for use by the public and/or the Interim 
User; and 

(ii) any sum payable to the Interim User upon 
termination of the lease, licence or arrangement 
with the Interim User; 

(iii) all costs of the Lessor associated with this 
Agreement except legal costs; 

provided that the total cost of the above payable by the 
Lessee shall not exceed five million dollars 
(A$5,000,000). Such cost shall be paid by the Lessee 
paying to the Lessor: 

(a) on the date hereof, the sum of one million dollars 
($1 ,000,000) on account of such costs; and 

(b) on the date or dates of execution by the Lessor of 
any contract the cost of which is included in the · 
costs to be paid pursuant to this clause 

(c) within 7 days of receipt of written notice by the 
Lessee from the Lessor, any cost incurred by the 
Lessor which is included in the costs to be paid 
pursuant to this clause. 

PROVIDED that any of the funds paid to the Lessor 
pursuant to this clause in excess of the costs associated 
with the Land during the Interim Period shall be 
refunded to the Lessee within six months of the expiry 
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Date Event 

Prese"ation of Existing Improvements 

Upon the Lessor permitting any building or landscaping 
on the Land during the Interim Period the Lessor will 
consult with the Lessee prior to the Lessor doing 
anything which would physically affect the 
improvements erected by the ~see on the Land prior 
to the date hereof with a view to minimising any 
damage to such improvements. However, apart from 
such consultation, the Lessor is under no obligation to 
protect, maintain, not damage or not affect the said 
improvements in any way whatsoever. 

The Interim Use Facility (January 1991 - April1995) 

Date 

January 1991 

February 1991 

March 1991 

Mid 1991 

Event 

Expressions of interest were sought for the alternate use 
of the Darling Walk site for short term use of up to 5 
years (Appendix 5). 

Submissions were shortlisted and discussed further. In 
total 10 submissions were received, proposing a variety 
of uses for the site. 

Through discussions, the proposal from Brad Drewett 
and John Curtis for the development of tennis courts 
and a mini golf course was modified to exclude a golf 
course as originally proposed but to include basketball 
courts and a gymnasium I restaurant complex. 

The total cost of rehabilitating the site and construction 
was estimated at $4.6 million plus a $0.4 million 
contingency. 

Construction/rehabilitation of the site commenced. 

Expressions of interest were sought for the management 
of the restaurant facility. 
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Date Event 

December 1991 The project was largely complete and was officially 
opened, although some work did continue into early 
1992. The total cost of the project was $5.2 million, 
$5 million of which was financed by UrasF · · . The 
increase over the estimated cost mainly related to 
equipment costs to fit out the gym. 

March 1995 NSW State Government elections. 

April 1995 A letter was received from Mr Michael Knight, 
Minister for Public Works and Services (Appendix 2) 
inquiring about the Darling Walk project. Mr Terry 
Jones, DHA General Manager replied to the letter 
(Appendix 3) on the same day. 

On 15 April 1995 the Minister issued a press release 
·"" (Appendix 4) on the subject. 

/ 

-----~··········-· 

May 1995 Option election notice served. 
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1. 

2. 

Summary of Issues· · 
Our review has identified· that, in broad terms, the documentation we have 
seen on the Darling Walk project is supportive of the comments made to us 
during interviews. Therefore, we consider "the substance and the legal 
form" of the arrangements to be consistent. 

However, the sequence of events does raise key questions regarding the 
Authority's approach to the project. We have considered these below. 

Why was strong action only taken against the developer in June 1990 
when the project had been subject to numerous other delays over a 
considerable period of time? 

The project had consistently failed to meet deadlines set, primarily as a result 
of inadequate funding arrangements. However, at each stage the Authority 
had been reasonably accommodating in allowing changes to the project 
design. 

A new Board to the DHA was appointed in July 1989, and while there were 
a number of other issues to be dealt with on the whole Darling Harbour 
project, it became apparent to the Board that the Hayson Group were unable 
to proceed with the project, principally because they were unable to secure 
any fmancial support. The DHA, therefore, began to seek alternative ways 
to develop the site. One last chance was given to Uras by extending the June 
1990 deadline for ~ompletion of the initial phase 'of the project to September 
1990. However, when this deadline was missed, the Authority had no real 
alternative but to notify the developer that it was in breach. 

June 1990 represented the frrst opportunity for the new Board of the 
Authority to implement effective management of the project. This is 
consistent with the action taken by the Board on appointment in 1989 with all 
outstanding Darling Harbour contracts. It should also be noted that in the 
twelve months prior to June 1990, the primary focus was on completion of 
those contracts still open for developments that had been built. Darling Walk 
was a private development being constructed and, therefore, did not receive 
priority attention. 

Why did the Authority not attempt to take possession of the Darling 
Walk site (as it was entitled to do) in 1990 and rmd alternative developers 
for the project? 
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3. 

Three factors influ~nced the decision not to take possession of the site in 
1990: 

, 
• the lack of alternate developers; 
• the need for extensive rehabilitation and its associated cost; and 
• the potential impact of the collapse of Hayson Group. 

The economic-climate in the late 1980's/early 1990's was such that it was 
exceedingly difficult to fmd alternate developers for _the site. Hayson spent a 
number of years searching for partners and we have been informed that the 
Authority conducted its own search for alternate developers; all to no avail. 
Additionally, if a developer could have been located the time taken to go 
through the design process would have meant that another considerable 
length of time would have elapsed before construction was underway. 

By mid 1990, a considerable amount of money had been spent on the project 
(estimated by Uras as up to $35 million). However, little of this spend had 
resulted in the construction of ariy assets that would be of any real worth to 
the Authority. In fact, the partially developed site severely detracted from 
the overall aesthetic qualities of the whole Darling Harbour project and we 
are advised that an increasing number of complaints were being received 
from the public. The Authority was not in a position to fund any 
rehabilitation· themselves, having just estimated that a further $59.1 of public 
money million would be required to complete Darling Harbour where 
previous estimates were only $12 million. Approximately $0.2 million of 
the $59.1 million related to areas surrounding the Darling Walk site. None 
related to the site itself as it was a private development project. 

The Hayson Group was involved in a number of the Authority's projects as 
well as other State <;tevelopments such as Manly Wharf and Skygarden. 
There was concern that calling the default on the Darling Walk site would 
have caused a "domino effect n on these other projects 0 

In light of these factors, the decision not to take possession appears to be 
well reasoned. Further, according to Tom Hayson it was consistent with the 
actions taken by other State governments faced with similar situations at that 
time. For example, the Flinders Street redevelopment in Victoria. 

Could the option have been structured in such a way that the amount of 
$5 million was paid unconditionally to the DHA for it to use any way 
they desired? 

The 1991 Agreement for Lease specifies that the $5 million payment was 
linked to the rehabilitation of the site and would not have been received had 
it not been spent on rehabilitation. 
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When considering whether it would have been possible to receive the 
$5 million unconditionally, it should be noted that the Authority did not 
vigorouly persue this course of action; because, we are advised, it believed it 
would be fruitless and its primary aim was to rehabilitate the site so as to 
increase visitation rather than make a "money profit". 

During their interview, the Hay son Group acknowledged that as far as they 
were ·concerned, the $5 million could have been spent on anything the 

· Authority wished. However, they did comment further that the Bank 
provided the funds and held a different view. Apparently, the Bank was 
keen to promote the community service aspect of the rehabilitation, 
especially if this were to increase the value of the site. Additionally, the 
Bank was faced with. a credibility issue, to advance further funds to a group 
that was in fmancial difficulty and on which the bank had considerable 
exposure without enhancing the asset base of the Hayson Group would be 
hard to justify. Where as an increase in value may provide support for the 
ultimate recoverability of the loan without a provision. 

According to Tom Hayson, the Hayson Group and the . saw the 
negotiated deal as being extremely tough, especially as the Stage 3 
development (the area of the Darling Walk site that was considered to be the 
most fmancially attractive) had been removed from the option. 

Should such an approach have been adopted, the Bank would have calculated 
the value to the option. These calculations would take into account the 
likelihood of ultimately being able to realise value from the option, the state 
of the property development market and the cost invested in the project to 
date. While we have not performed any detailed calculations it is unlikely, 
given the conditions outlined above, that the economic value of the option 
could be as high as $5 million. 

Even if some form of settlement could have been reached, the DHA would 
still have had to rehabilitate the site. A review of the costing suggests that 
this may have cost $2.5 million for a relatively simple rehabilitation/ 
landscaping of the site. It is unlikely that this basic form of rehabilitation 
would have been in keeping with the objectives of the Authority, principally 
to increase utilisation of the site. 

We, therefore, question whether an unconditional settlement in return for the 
option to develop the site would have generated sufficient funds to cover the 
minimum cost of rehabilitating the site to standards acceptable by the 
Authority. It would appear that unconditional receipt for the option may 
have generated a risk in that it may have actually cost the New South Wales 
taxpayer money for the needed rehabilitation rather than generated a return. 
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4. Why did the Authority decide to construct a sporting facility on the 
Darling Walk site that only had a 3-S year life? 

As noted in 3 above, a simple form of rehabilitation/landscaping the Darling 
Walk site is estimated to have cost a minimum of $2.5 million. However, 
this form of rehabilitation would do little to increase the utilisation of 
Darling Harbour, the key objective of the Authority. 

DHA sought, through Expressions of Interest and negotiations, to identify a 
quality project that would meet its key objective.-

The proposal to develop a sports facility met the objective of increasing the 
utilisation of Darling ·Harbour and was also projected to generate an annual 
profit for the Authority for its duration. Initial broad projections prepared by 
the project managers in their proposal document estimated an operating profit 
(before advertising, depreciation and management fees) of $0.7-$0.8 million 
for the frrst two years. 

A spend of an additional $2.5 million (being the total project cost less the 
minimum cost of rehabilitation) on temporary sporting facilities does not 
appear unreasonable given: 

• the expected return over the three years would approximate $2.5m; 
• that were to fund the project; and 
• that the Authority currently spends approximately $3 million per year 

on maintenance for the DHA area to help achieve its objective of 
increased utilisation. 

5. Why was a Gymnasium/restaurant Complex developed? 

r 
We understand that approximately $2 million was spent on the construction 
($1.25 million) and equipping ($0.7 million) of the gym/restaurant complex. 

Initially, $2.7 million may seem a large amount to spend on what was always 
intended as a short term facility. It is the cost of the equipment that pushed 
the total project cost over $5 million and resulted in the Authority being 
responsible for the additional $0.2 million. However, there were a number 
of benefits from the adopted course of action including: 

• a gym/restaurant complex would increase utilisation from workers in 
the city, a group of people who had not previously used the Darling 
Harbour facilities in great numbers; 

• the complex was proposed to make an annual fmancial return to DHA 
and the gym/restaurant complex was integral to this; 
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• the equipment would have a residual value to the Authority at the end 
of the Interim Period. This residual cost could exceed the 
$0.2 million contributed by DHA; 

• by equipping the gym, savings on rental of equipment would be made 
(estimated at $0.1 million per year); and 

• if Uras were not to exercise the option, and the site were to revert 
permanently to DHA, the Complex and equipment would be suitably 
robust to provide good service for a number· of years. 

When the benefits of the complex were weighed against the cost to the 
Authority of $0.2 million, the action taken does not appear unreasonable . 
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5 Conclusion 

Based on our review of the documentation presented to us and the interviews 
with D HA personnel and external parties we are of the view that: 

1. 

2. 

3. 

4. 

The DHA negotiated a very tough, ~ommer~ial, arms length deal tha~ 
was in the best interests of the Authority (this is even more evident 
when a comparison is made to other deals negotiated in similiar 
circumstances by other State Governments at the time); 

The DHA received $5 million from Uras/ , in return for granting 
an option to develop the site at a future date, for the sole purpose of 
rehabilitating the Darling Walk site; 

The DHA Spent $5.2 million on an interim sporting facility 
developed in a mallller consistent with the objectives of the current 
Board and recognising the benefits accruing to DHA; and 

It is unlikely that the Authority could have obtained an alternate deal 
that would have provided better or equivalent benefits to the 
Authority and the community. 
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Information to be supplied by the Authority 

1. List of all Authority personnel involved in project (either directly or indirectly) 
including: 

Name 
Title 
Description of role in project 
Extent of involvement 
Contact details 

2. List of all internal and external reports prepared during process 

3. List of all files held and access details 

4. Access to a document room. 
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13 April 1995 

MrTW Jones 
General Manager 
Darling Harbour Authority 
Level 16, MMI Building 
2 Market Street 
SYDNEY NSW 2000 

Dear ~{r Jones, -

~finist~r for Public \\·orks ~nd Ser .. ·ices 
~finister for the Olympics 

and ~finbter for Roads 

I am writing to you to seek clarification of a number of matters raised in my meeting with you 
of Tuesday, II April 1995. Specifically, I would like the follov,ing questions answered in 
writing by 3. 00 pm today: 

1. On what date was the option taken out oo the land for the proposed theme park at 
Darling Harbour? 

2. What is the zoning of that land? 

3. How much was paid for the option on that land and by whom? 

4. What are the terms of that option? 

S. When does it expire? 
1 

6. What happened to the money paid for the option? 

7. 

8. 

What is the break-doV~D by major items or groups of items (eg, tennis couns, 
basketball couru, gymnasrum., etc) of all money .. pent 01. Ul~ site by the Darling 
Harbour Authority after the option was paid for? 

\\'ho approved that expenditure? Please specify whether the ~finister, the Darling 
Harbour Authority Board and/or the General Manager of the Darling Harbour 
Authonty approved the expenditure. 

Yours sincerely, 

orks and Services 

Level 22. McKell Buildinc. l·:Z• Rawsoa Place. SydAey 1000 Phone CO~J 372 17$0 Faa (02) 372 1755 
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13 April 199S 

Mr Michael Knight 
Minister for Public Works and Services 
level 22 
McKell Building 
2-24 Rawson Place 
SYDNEY 2000 

Dear Minister, 

I refer to your request for clarifiution of a number of matters regarding me Darling Walk project. 

By way of background. Uras Pty Lld lwt a contractual obligation to develop a high-tech theme 
park on this site. After some prompting. Uras approached the Authority in the early nineties to 
advise wt in view of the recession the proposal could no1 be funded. Uras requested an 
extension of lheir contract until the economy improved. 

The Authority was aware that any commercial development was unlikely in the prevailing 
economic climate and was also conscious of the fact that the site was an eyesore, as v.·ere many 
other failed inner-city devel6pment areas at that time. · 

After lengthy negotiations a Memorandum of Underswxling between the Authority. Uras and 

pan: 
· · and Uras' fmanciers) was signed in November 1990 which stated, in 

·ne lnteriin Use option involves the advance to Uras by _ of up to SSM to reinstate 
and landscape the. Suge U site. as required by the DHA, whilst maintaining the 
Agreement to Lease and renw provisions on fOO(, except that at any time between 18 
months and S4 months from the commencemem of the period Uras may give 6 months 
notice that it intends to construa Stage II, in accordance with a schedule agreed with the 
DHA, and that it has fmance to proceed. In the event thai Uras constructs Stage D under 
these circumsunces the base rem as deftned in (i) will commence on completion of Stage 
n. Should Uras not be able to confirm its ability to proc:=f with Stage D within S4 
months, the entire site will revert to the DHA. 

It is agreed that the amouD1 of up to SSM for the Interim Period is m indiative figure. 
Expenditure would be limited to that initially required to remove or co~ works not 
required during rhe lnlerim Period, rehabiliwe those works which remain, landsape the 
site and increase public safery in the vicinity of the lake as direaed by the DHA. • 

NB Stage D is the site of the present Sponing Facility. 
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Further negotiations took place between November 1990 and July 1991. During this period the 
Aulhority reasoned that any Interim Use was unlikely to be commercial but it should provide a 
conununity benefit. that Uras should pay for that use in the fonn of rehabilitation and that the 
Authority should detennine the type of use whilst also controlling the necessary rehabilitation 
works and the site itself. 

DHA accordingly alled for expressions of interest for use of the land. swing a preference for 
entenairunent, recreational, tourist or cultural uses. A proposal for tennis couns, mini golf and 
amusement cars was among the ten proposals received. - -

DHA in association with its design consultants MSJ Keys Young broadened this concept to 
incorporate more sponing facilities and eliminate the cars. This was adopted by the Authority at 
its Board meeting of 19 March 1991. 

In July 1991 necessary documentation was finalised with Uras Holdings! whereby in 
exchange for an option to proceed with development at a future date Urasr _ would fund the 
rehabilitation of the site to a maximum of SS million. The attached Board Paper dated 27 June 
1991 outlines some of the negotiations. 

--... 
l 

/ Turning now to the specific questions raised in your lener: 

1. An Agreement for Lease was entered into on 3 July 1991. 

2. Traditional Janduse zones do not apply to the Darling Harbour Development Area, instead
land can be developed for the purposes or tourist. educational. recreational. entertainment, 
cultural or coounercial facilities. The panicular parcel of land in question was depicted 
on the original Master Plan for Darling Harbour as a family entertainment zone. The 
appropriateness of such a use was reaffirmed by the Darling Harbour Master Plan Review 
which was completed in December 1993. 

3. SS million by Uras Pt)r Ltd financed by the .---~-

4. The terms of the option outlined in the Agreement for Lease are as follows: 

(i) 

(ii) 

U ras was to pay the costs of improving lhe land by convening it from its derelict 
condition to a condition acceptable to DHA in DHA 's absolute discretion; 

Eighteen months after the signing of the Agreement for Lease (i.e. 30 November 
1993) the EJection Period commenced. After this date Uras could serve an 
Election Notice that it had obtained the funds to proceed with the project. DHA 
would then, as consent authority. consider a permit application and grant it 
provided it was of the opinion the project: 

was commercially and rmancially viable and would permit the long tenn 
objectives of the site to be met; 

was consistent with sunOUDding developments within the Development 
Area. 
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Once a satisfactory Election NOlice was served and pennit granted Uras would construct 
an EntenaiMtenl Complex and. on completion of construction. DHA would lease the land 
for up to 99 years. 

The Entenairunent Complex was defined in the Agreement for Lease as a high quality 
urban entenainment and amusement area in which the sale and consumption of food and 
beverages was permitted and which appealed to aiJ age groups and sectors of the 
community, incorporating state of the an technology. 

s. The Election Period expires at 4 p.m. 30 June 1995. the option expires on 30 December 
1995. 

6. The money paid for the option was to be applied to the restoration/rehabilitation of the 
site. It was paid to the Authority in instalments which mirrored the Authority's 
conunitrnent to malce progress payments for construction of the facilities and in such a 
way that the Authority was not out of pocket. 

7. 

8. 

Set out hereunder is an indicative break-down of the costs of the major components of the 
project. 

(a) 

Preliminarytremporary Works 
Demolition. Site Clearance. Filling. 

Compacting 
Roadworks. Walls. Paving 
Site Services 
Oymnasium. Restaurant & Prtrshop 
Coun Construction &. Fencing 
Amphitheatre/Bridge Works 
Soil. Planting and Irrigation 
Professional fees 
Plant and Equipment 
TOTAL 

623 

345 
510 
370 

1,250 
400 
190 
2SO 
S86 

___1.1! 
$5.238 

liJb (I) This figure includes additional equipment funded by the Authority 
to ensure the gymnasium and resuuram were adequately equipped. 

(2) Approximately SO~ of these costs are attributable to the Spons 
Centre. The remainder would probably have been needed to 
coven the site into a public park of appropriate standard. 

The concept. including the financial amngements. was approved and authorised to 
proceed by the Board of the Darling Harbour Authority. 

(b) The previous Minister, Mr Webster. agreed to the terms of the revised 
docurnerution. This included his approval for the option but not expenditure. Mr 
Webster was aware of the Authority's intentions. 



Please nole that as of lhis date: 

a) An application has been received for Uras• option to be assigned to Jacfun Pty Ltd as 
allowed by the lease. Mr Tom Hayson is a director of both companies. This application 
has not yet been approved. 

b) J acfun have submined a Pennit Application for developmenl of the site as a high tech 
theme park. This application is currently on public display be(ore being considered by the 
Board of the Authority. · 

c) The operators of the Spans Centre are on notice that their Management Agreement may 
be tenninated on 31 May 1995. 

d) An EJection Notice has not yet been received. 

) T W JONES 
General Manager 

. ·-~J 
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Minister ror Public Works and St.:rvke.\ 
Minister for the Olympics 

and Minister for Road~ 

MEDJA RELEASE 

The Minister (or Public Works, Michael Knight, today ailnouncecfthat he would 
rcque.~t the New South Wales Parliament's bi-partisan Public Accounts Committee to 
inquire into the Darling Harbour Authority's 1991 decision to construct more than S 5 
million worth of facilities on land that they had granted a developer an option to build 
on. 

"As a consequence of that decision, the sporting facilities built by the Authority at a 
cost of more than SS miJlion now face demolition", Mr Knight said. 

\ 
) Mr Knight said that he was staggered when h~ recently learnt about the Authority's 

1991 deGision. 

"It's appropriate for the Public ACGOunts Committee to investigate the circumst.'mces 
surrowu:iing DHA•s decision on this matter. · 

"I was informed Jc..~t week that the Authority had ~ld a four year option on a 99 year 
l=se in 1991 for the Darling Walk site. 

•'The le.~see who had a contractual agreement with the Authority to build a high·tcch. 
theme park on Lhe site paid S S million for the option to take up the lease .. 

r 

"The Darling Harbour Authority then used the money from the: option to build, 
sporting facilities on the site. 

.. It's 3.11U1Zins that the Authority has spent so much oftaxpayer·s money developing 
~-porting tilcilitics on the site - facilities which they knew would need to be 
demolished if the developer exercised his option to take up the lea.'ic. 

,.When Parliament resumes I will ask the Public Accounts Committee to inquire into 
all a-;pccts of the d~ision including the role of the board of the Authority, the staff of 
the Authority and the role of the then Minister''. 

Mr Knight said that now th.lt the developer wa..~ int.erc;ted in exercising his option the 
:.-porting fa.cilities on the site were at risk fmm the conl.r:lct entered into by the 
p~ous Gnvemmcnt. 

However, the Minister said that he had commenced discussions with the Minister for 
Urhan Affabs and the Lord Mayor of Sydney to seck an alternate site for outdoor 
sponing fucilitics in the City West precinct. 

<:OnUlcl: David Britton 228 3917 or 0 J 9 666 034 15 Aprill99S 

Lc"Wt:fl2. McKell Uual&bn,_ 2·2<4 Rawson Pl....:c. Syclncy. 2000 rtann-:: (OJ.) 3721750 1-u: (02) l7l r7S~ 
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EXPRESSICifS or INTEREST 
SHORT TERM LEASI Cl SITES 

AT ~RLINC BARBOUR 

Tvo sites of 1.47 and 0.36 hectares vithin the Darlin9 H•cbour Authority 
area and adjacent to Day Street •ce available for short tee• use of up to 5 
years. Proposals are invited foe use of these sltes either individually or 
t09ether. 

Preference v111 be given to proposals vhlch utilise the aitea for 
entertainment, recreational, tourist or cultural purposes on the basis of 
appropriate remuneration to the Authority. Proposals for use of the site 
ace required by 1 February 1991. 

The sites will be refurbished by the Authority but subsequent maintenance 
vill be the responsibility of the successful licencee(s). The licencee(s) 
vill also be required to maintain high quality security and cleanliness 
standards. 

A location map and further information is available by phoning He. Adrian 
Hack on 02 2678088. 

•·. 



GAME PLAN 
S P 0 R T S & l .. E 1 S lJ R F. 

Mr. I an Thackeray 
Senior Project Officer 
Public Accounts Committee 
Parliament House 
Mncquarie Street 
Sydney 2001 

))eRr Mr ThackerAy 

Re: Darling H.Arhour Sports C~ntre 

1 Gth June 1995 

Funher to our discussions ye~terday. ~" requested J hRvc prepared. a brief on 
GamcPJans involvement with the initial planning oft he I >arling Harbour Spons Centre. 

GamePian wHs Hlw~y!) aw~re of the possible shon-term nature of the rlevelopment. as 
the initial Expressiuu of lnttrest advenisement by the Darling Harhour Authority 
specified short- term use only. 

GnrnePlons' Management Agreement with the DHding Harbour Authority is based on 
n fixed annual Fcc paid on a monthly basis. Then~ is abu H incentive arrangement for 
GamePlan by way of o f'irior percentage of any trading profiLs. 
Should your Committee require funhcr detail on the Managemem Agr~~m~nt. 
GamcPJan would be happy to provide it on o confidential basis. 

In response. to the question regarding GamePJnns' desire to continue its management 
ro!P. ~hould the Spot1S Centre be retained, we wou)d do so with gr~t enthusiam. 
Whi~Jt thP. r.urrent unc.ertain environment has made trading difficult, GamcPlan believes 
that ~y the enri of 1 YY4 the Spons Centre had firmly established itself in Sydney as a 
flrst-class facility. Shnulc1 it be decide.d to retain. the Sports Centre, GnmcPian would 
firstly rebuild rhe momentum off he busines). with the goa] of then establishing further 
~rowth in the future. 

1 tru~l th~:: Hl>uve meets with your requirement~ 11nci please don't hesitate to contact us 
if we can be t.)f further ~s~isrance. 

·"Yours Sincerely 
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Janua'ry 1991 . 
Darling llnrbour Authority advertises for Expressions of Interest tor the. shor.-t~rm 
Jcosc of sites Gt Darling Harbour. 

Jaounry 1991 
· GamePian submits a proposal for the dcvelopme.nt of the ~itc The propo~al incudes a 
number of alternatives incorporating ditlerent mixes of sport and leisure facilities-. 

MArch 1991 
1 >Arling HRrhour Authority informs GamePian It wishes· to pursue the sponin~ ~ml!or 
recreational use for the site. D.H.A.requests that GamePlan submit additiomil 
proposals based on this concept. 

April 1991 
After· ext_ensive research GHmcPlau suumit:> 1:1 uumbe1 of alternative proposals with a 
vHiicty uf spull tsJ.ld 1 c:c1 eational use~. 

June 1991 (Rpprox.) 
Afier numerous discussions .• D.llA. decides to pur5uc ~porting fncilitics that include 
tennis, baskctbnll, vollcyboll nnd aerobics. · 

July 1991 
D.B.A. nnd GnmcPinn begin ~egotintions regarding mnnngeinent.ofthc sport facilities. 

July 1991 
"GamcPlan begins work with D.H.A. Architects (MSJ) and Project Managers 
(Progress Developments), assisting them on design and construction issues relating to 
sport tacilit~cs 

SeJllemhPr 1 &JIJ1 

Construction begin~ on the Darling liRrhour Sports CP.nlrP. ·. 

October 1991 
GamePian begins preparation for the opening of Stage one operatipns 

Deccmucr 1991 
Opening of Stage one - three tenni~ cous b. 

April 1992 
Official opening of nll facilities' except the gymnasium. 
Logonds restaurant also opens. · 

January 199~ 

D.B.A. advis;eh GamePlan of a May 31st 1995 termination date for the Sports Centre 
to allow for the development of Sega World. 

(~RmPPIAn h~' ccmtmued to m~nage the Sports Centre on a week to week basi5 since 
l\1ay 3 1 ~t 

·._;;.-._ ·. 4 __ "?47_ 
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The Director 
Parliamentary Public Accounts Conunittee 
NSW Parliament 

Re: The Sega Proposal for Darline· Harbou~ 

Dear Madam 

PeterBlaxland 
 

  

As a potential future· customer of the Sega entertainment complex , I am not asking 
that your committee block this proposal , but rather that you consider recommending 
some enhancements which I believe will benefit all interested parties. 

There is no doubt that Darling harbour could benefit from some new and innovative 
entenainment , however , I suggest that the type of entertainment offered in the Sega 
proposal is too narrowly focused and is not making the most of this prime location. 

Some of the negative aspects of the Sega project as I see it are as follows: 
- It will in effect become a casino for kids. 
-For some it will become an addiction which inevitably leads to financial 

problems and perhaps behavioural ones also. An existing virtual reality 
entertainment complex is already causing problems for some of the younger 
visitors due to theft and intimidation. 

- Sydney city's prime recreation site "Will be dominated by a facility which is not 
dissimilar to the number of virtual reality theme parks planned for suburban 
shopping centres . 

.. It becomes a place to generate a lot of steam and excitement but doesn't 
provide facilities to release that build up of energy. 

- Relocating the existing sports facilities to an obscure out of the way location 
reduces the attraction of such facilities. 

- People in general, but kids in particular, want to 'hang out' where the action is 
or wh~re the crowds are . Moving the sports facilities will therefore, to a 
cenain extent, redirect their focus away from sport towards the electronic 
entertainment . 

. A£ter all those negatives you may well think that I really do want to block this 
proposal. The fact is however, that I want to illustrate how unbalanced this proposal is, 
and contrast it 'With an alternative which would dramatically boost Darling Harbour's 
appeal and impact on surrounding areas as well. 

AN ALTERNATIVE 
Instead of the electronic theme park being the dominant source of entertainment , I 
believe most people would like to see a broader range of leisure facilities. Below is a 
brief outline of a range complimentary facilities which if brought together under one 
roof in Darling Harbour , would become a more balanced, positive and powerful 
attraction. 

Adventure Sports - the most corrunon and rapidly growing activity in this category is 
indoor rock climbing. It's not only very popular as a participatory sport but can also 

Sl. 



30 JUN '95 18:17 FROM LEICA SYDNEY TO 2302831 PAGE.003/006 

attract spectators who may then go on to make use of some of the other features 
outlined below. Another example would be a high ropes course which would not only 
be used by schools but also by businesses for team building exercises for example. 
This category in particular lends itself to a \Vide range of exhilarating and visually 
spectacular activities which challenge and expand the pat:ticipants _courage and skills. 

Traditional Sport and Fitness - indoor sports halls and swimming pools have 
traditionally been provided by councils because of the perception that they are money 
pits where a return on the capital investment is nearly impossible. Fortunately that 
mode of thinking is starting to change. 
To my knowledge, the best example of the new breed of sports and entertainment 
centres is called Lincoln Square in New York. It encompasses virtually all of the 
traditional indoor sports facilities including a 50m pool plus a whole host of other 
adventure and entenainment facilities. The format is so successful that the developers 
intend to build 15 of these centres around the world. 

Passive and Social Recreation - after a hectic day in a sports and entertainment 
centre people are going to need to unwind relax and recuperate. In fact the·CBD in 
general would also benefit fr.om an indoor facility which pr:ovided a peaceful setting to 
escape to. An indoor rainforest setting for example could provide a soothing refuge for 
worn out visitors and stressed out office workers . If such a facility was integrated \Vith 
a leisure librarylbookshop and cafe for instan~, it would significantly broaden the 
appeal to the non-sports person and generally bring a balance to the whole project. 

SO WHAT IS MY POINT? 
My point is, that Darling Harbour plus the CBD and surrounding areas would all 
benefit if we stopped to think about what is the best possible outcome for this site, 
rather than simply allow market forces dictate the direction. There is no doubt that the 
Sega proposal will attract visitors to the city, however , by excluding indoor and 
outdoor playgrounds from this site I believe we detract from its overall atmosphere 
and quality. 

WHAT AMI ASKING FOR? 
So far the governments role has primarily been to apply the brakes to the Sega 
proposal. What I would like to see is more of a planning and guiding role and ideally, 
bring the two lease holders, Jackfun and Lend Lease together to form a co-operative 
venture. 
Uniting the Darling Walk site with Darling Park·s water frontage into one integrated 
and balanced project will enhance Darling :Harbour and perhaps even the whole image 
of Sydney. 

I trust that the issues raised are of interest and look forward to your comments. 
Yours sincerely 
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Peter B lax land 
Sydney City council 
GPO Box 1591 
Sydney NSW 200 1 

 
 

Re ; A Sports Centre For a Ljvjng Cjt): • 

Dear councillor 

The purpose of this letter is to highlight how Sydn~y City Council can potentially save $1OM to $20M 
on the proposed multi-purpose indoor sports centre and how these funds can be re·directed in order to 
firmly establish Sydney as a vibrant and living city. 

Th~ feasibility. study prepared by EDA W is a very thorough and business like analysis of the options 
available to the council, however I don 't believe it provides a complete picture. It focuses on what is 
currently available in Australia and con~ucts the evaluation primarily from a business and technical 
perspective. This is clearly an essential component of the preparation, however I would like to present 
a fragment of what r believe is missing from the full picture. 

A GROWING EMPHASIS ON FUN AND ENTERTAINMENT 
Right now there is growing evidence primarily overseas , of a shift in emphasis in the design of new 
sporting venues. This includes both spectator and panicipatory based venues such as stadia and the 
type of facility now _under consideration by the council. 

Some of these new sports and leisure centres have re·iinerpreted the word 'leisure' and sought to amact 
far more than just those who are already active or interested in hardcourt team sports or strength and 
fitness. This increased emphasis on the leisure component is evident in centres such as the Reebok 
Sports Club New York and Chelsea Piers Sports and Entertainment Complex also in New York. 

Leading sports facilities designers such as Hdlmuth , Obata and Kassabaum's Sports Facilities Group 
in the USA believe that more and more the focus will be on making facilities fun . Passive and social 
recrearion is also becoming a prominent component thereby creating high profile regional meeting 
places for all age groups including non sports people. 

Examples of fearures being included in these new sport and entertainment centres include the 
following: 

- in· line skating I jogging tracks 
- rock climbing walls 
• wide screen golf simulator 
- downhill ski simulator 
- restaurant and lounge 
• kayaking 
-sailing school 
• library 
• plus all the traditional features such as gymnasium and pool etc. 

ADVENTURE ACTIVITIES 
Already , in some centres the highlight attractions are the adventure activities designed to challenge 
participant's co·ordination and balance . Rock climbing walls are a well known example of this type of 
feature. The better ones can reach heights of .S floors and resemble natural cliff faces . 

Another example of an adventure activity which has been implemented in a sports centre is a rope 
course situated above part of a swimming pool. This type of facility is used by schools as well as hired 
out for corporate team building exercises. 



30 JUN '95 18:18 FROM LEICA SYDNEY TO 2302831 PAGE.005/006 

Both of these examples act not only as a draw cards to participants but to spectators as well , 
particularly if located adjoining the passive recreation areas . This adventure theme is only in its infant 
stage of development and yet is showing great potential as a key to anracting the broader community. 

In view of the above, I am concerned that the direction Sydney CityCouncil is-taking with reg-ard to 
the building of a conventional aquatic I sports centre is falling well shon: of the full potential for such 
an important project. 

AN ALTERNATIVE SITE 
The two sites recommended for consideration in the feasibility study , namely the AML & F site in 
Harris St Ultimo and the Entertainment Centre car park arc handicapped to varying degrees by their 
unattractive surroundings . This would have a detrimental impact on the draw card potential of what 
could be one of Sydney's major .man made attractions . 

As an alternative. I would suggest that Darling harbour is the obvious choice for this cype of 
development. In particular, the areas known as Darling Walk. The Southern Promenade as well as the 
foreshore of Darling Park should be seriously considered for this project for the following reasons : 

- DH is already an attractive and popular site with 16 million visitors per year 
• it is close to the 170,000 strong CBD workforce 
• the CBD needs more than the Andrew 'Boy' Charlton Pool as it is not only inadequate in its 
range of facilities. it1

S in a relatively isolated and inconvenient location . 
-users of the existing spons facilities in Darling Park could be comprehensively catered for 

with not o:nly improved facilities but also greater diversity 
-the high.tech entertainment proposed by Sega could still be accommodated and perhaps even 

enhanced if they were to introduce a sporting theme 
• the lack of entertainment facilities has always left the impression that something was missing 
from the full picrure, and so too will the absence of any sports facilities if they are removed. 

- it is one of a few sites in Sydney where an investor could make a return on the construction 
costs of a sports centre as opposed to only on the op(!raling costs 

- iris ·one of the few sitc:s in Sydney that could generate considerable private investor interest 
to fund the full construction costS 

- it is one of the few sites that could justify having a light rail line built for it so as to 
vastly enlarge the catchment area 

This brings me to perhaps most important issues related to creating a living city of Sydney 

TRANSPORTATION AND THE PEDESTRIANISA TION OF OPEN SPACES . 

The last point in che above list of advantages addrc:sses a problem raised in the feasibility study 
regarding the preference for the two Ultimo sites; both students' and office workers in Ultimo need to 
have close proximity to any new sports facility. 

A light rail network ,apart from enhancing the city centre , would improve the profitability of a sports 
and entertainment centre in Darling Harbour. It would also justify providing a facility superior to the 
conventional concept now under consideration and conveniently cater for QQih the CBD and Ultimo. 

SUCCESS STORIES 
Overseas examples clearly prove that light rail, cycleways plus more space for pedestrians can provide 
a win win solution for business . commuters .shoppers and visitors . The following examples help 
illustrate: the point: 

- Nuremburg, a city approximately the size of Brisbane dedicated 5 kilometres of pedestrian 
mall within its CBD. The predicted traffic chaos never eventuated because a large part of the 
traffic simply disappeared. 
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• Copenhagen banned cars from its first shopping street in I 962. Retailers initially objected 
fearing economic ruin. Within three years however, trade had increased by 30 % . 

PRGE.006/0 

-In 1989 a survey of 400 towns in the UK clearly showed that rents in pedestrianised streets 
were not only consistently higher than trafficked streets but they also increased at a-faster 
rate. 

The attached report provides further evidence of the commercial benefits of pedestrianisation. 

Freeing up road space for pedestrians, cyclists and perhaps even in-line skaters .apart from providing 
commercial benefits, would be a positive step in promoting Sydney as a living city. The reduced noise, 
air pollution and congestion could well prove to be the catalyst needed to fundamentally widen the 
focus of the CBD from primarily being a place to earn a living, to also include living and playing 
In the lead up to the Olympics, this would be like a breath of fresh air for Sydney's image in both 

senses of the term . 

FURTHER EVIDENCE 
Despite providing what I feel are powerful arguments for the sports and transport issues, I realise thar 
this letter by itself is not enough to create change. Therefore in order to present a more compelling 
picture on these issues I ask that I be given the opportunity to organise a presentation by a panel of 
experts. Ideally I would like to see all the counciJlors, the relevant council planners as well as members 
of the business community attend~ to more clearly see how Sydney can change for the better. 

I look forward to hearing your views on these issues plus an indication ofrhe level of interest in the 
proposed presentation. 

Peter Bla.~tand 




