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SUBMISSION FROM THE FREMANTLE SOCIETY 
INQUIRY INTO LOCAL GOVERNMENT 

Introduction - The Fremantle Society 

For nearly 50 years, the Fremantle Society ("the society") has been at the forefront of the 
contest to save heritage buildings in Fremantle; in the 1970s in multiple disputes with the 
Fremantle City Council ("Council"). Partly as a result of the society's efforts, the city 
retains its character and culture which are unique in Western Australia. These features of 
Fremantle attract many visitors from both within Western Australia and overseas with 
obvious cultural and economic benefits for the state as a whole. 

Background 

Throughout the period of the society's existence, an important concern has been the lack of 
economic viability, evidenced by the loss of commercial and retail businesses, and Council 
has at various times implemented projects to address the economic problem. 

Illustrating the problem, back in the 1970s, the City approved the demolition of a fine 
heritage building fronting Kings Square in order to construct a·multi-Storey retail centre 
that became known as the Myer building. In the 2000s, the Myer enterprise slowly 

deteriorated to the point where Myer withdrew and the building, then owned by Saracen, 
lay empty. In other words the 1970s Council's demolition/redevelopment strategy to 
revitalise Fremantle ( which was contested by a minority of councillors and council officers) 
had a 3 0 year lifespan. 

The current Council, led by, Dr Brett Pettit, who was elected Mayor in October 2008 to its 
credit, has been dynamic and visionary. Unfortunately it has pursued a vision, in the cause 
of "sustainable development", which in its outcome is equivalent to Council in the 1960s 
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and early 1970s, particularly with respect to Kings Square. 

As the Mayor, a lecturer in sustainability theory at Murdoch University, has put it in an 
October 2011 document: 

"A strategic objective of Fremantle is to achieve commercial and retail activity in 
and around ... " (numerous properties around Kings Square). 

To achieve this strategic objective, Council has sold many millions of dollars of 
unencumbered income earning properties and incurred debt estimated of in excess of $15 
million and probably $20 million. 

This strategy, in our opinion, is counter-productive, particularly since it has displayed a 
lack of respect for built heritage and introduced town planning which detracts from this 
heritage and the lifestyle and cultural values of Fremantle. 

The society is particularly appalled by Council's commitment to higher densities as 
promoted by the WA Planning Commission (W APC) and Department of Planning with 
their "one size fits all" approach, resulting in Council's planning scheme amendments 
permitting 6 to 10 storey apartment blocks in quite inappropriate locations. 

Not only has Council has been selling off income ea~ing assets, particularly car parks, 
without any reinvestment strategy as required by its own policy1 

, it has also incurred 
capital and income losses, and acquired debt which are likely to adversely affect essential 
services, not least the maintaining important built heritage such as Victoria Hall which 
Council has resolved to sell. 

In the society's view, Council's strategy, and its implementation, have impoverished the 
city, financially and otherwise, in a number of ways which are similar to the dealings of the 
State government in the WA Inc era. 

In our view, Council's Kings Square Project ("the Project") calls for a full independent 
enquiry as to the city's performance, and how it came to transfer $50 million of income 
earning real estate to a private equity firm/property developer Sirona Capital Management 
Pty Ltd. ("Sirona"), simultaneously incurring the estimated $20 million debt to complete a 

new civic centre. 

It appears that the Kings Square Project was started with good intentions by the city's 
political leadership which negotiated a partnership with Sirona. Thus, we see a partnership 
between local government which is required to meet standards set in legislation, and to act 
in effect as a trustee holding community assets, and a property developer driven 
overwhelmingly by the profit motive rather than community interests. Ultimately, the 
partnership between the City and Sirona, in submission, demonstrates agency capture 
rather than the city's proper decision-making consistent with the content and intent of the 

Local Government Act. 2 

1 Policy SG14 Investments: property and other non-current assets 
2 Local Government Act section 1.3. 
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While we have no reason to believe that there has been corrupt conduct, it is apparent that 
the conduct of the City of Perth, currently the subject of an independent enquiry, in terms of 
financial losses, pales into insignificance compared with the losses of the City of 
Fremantle. 

We view the lack of adequate accountability internally within the City and accountability to 
the Department of Local Government, and the lack of action taken by the Auditor General, 
as a serious deficit and systems failure within local government generally that may enable 
corrupt conduct to occur. 

We believe it is unlikely that any of the massive losses to the city will be recovered, 
however we seek a full enquiry, if for no other reason than to give guidance to state 
parliament on reform of the Local Government Act, and the Audit Act to prevent the 

financial disaster that the City has incurred being repeated by other local authorities. 

A brief chronology of the Kings Square Project, is as follows: 

October 2009 - Dr Brad Pettitt elected Mayor with a number of like-minded Councillors; 

unknown dates before August 2011 - informal conversations between the Mayor and 
Sirona; 

2011 or prior - Sirona obtains an option to purchase the Myer building on Kings Square; 

unknown dates - Barnett government approached to relocate departments to Fremantle and 
take a lease on officers to be redeveloped on the Myer site. 

unknown dates - Council and/or Sirona engage Minter Ellison to draft a Memorandum of 
Understanding between Sirona and the City creating a partnership on terms including the 
partners agreeing on the appointment of consultants, advisers and key contractors. 

Unknown date - Council and/or Sirona engage Ledwell Property as consultants, apparently 
for the Kings Square Business Plan 

12/10/2011 - motion The Council authorises the signing under seal of the Memorandum of 
Understan with Sirona: moved Mayor, seconded Councillor Grey-Smith, carried 8/2. 

October 2011 - execution of memorandum of understanding between the City and Sirona 
provide Sirona with an exclusive option to purchase the City's Kings Square investment 
properties ("MOU"); 

5 November 2012 - Council in a meeting of which no notice was given to the public and no 
members of the public attended agrees that the business plan be published. 

12 November 2012 - Kings Square Business Plan formally approved by Council: 

February 2013 - Sirona exercises its option and Council is bound by its contract. 
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2013 Myer store closed 

2014 Fremantle Hospital services and 1900 staff transferred to Fiona Stanley Hospital 

10 May 2016 expiry date of the contract with Sirona extended by Council. 

2016 - State government agrees to relocate Department of Housing head office, with its 
workforce of more than 1,200, to Fremantle 

201 7 - McGowan government elected. 

COSTS TO THE CITY OF FREMANTLE 

Direct Costs 

• Approximately $41.3 million construction cost and additional fit out and project 
management costs of a new Civic Centre and Administration offices; 

• Council has sold approximately $40 million of ratepayer investment properties to 
Sirona Capital (or to Sirona's assignee) for $29 million, but without public tender. 

• Council will borrow a projected $15.2 million. 

• Costs of demolishing Council's former administration building and library. 

• Costs of relocation to Council's temporary offices at Fremantle Oval. 

• Contracting with Sirona to purchase the Spicer Car Park and providing contract 
extensions up to an extended settlement date at which date Sirona on-sold the car park 
to an Andrew Forrest related company. 

• The contract with Sirona to project manage construction. 

• Long-term erosion of the City's asset base and income earning community facilities 
such as car parks. 

Indirect Costs 

• Payment to the Fremantle Dockers of in excess of $1 million for use as Council's 
temporary headquarters (this after the Dockers had apparently not fulfilled their 
agreement with Council by relocating their headquarters to Cockburn); 

• Payment of approximately $200,000 to St Patrick's Community Support Centre to 
vacate the Stan Reilly Centre (former accommodation for the elderly); 

• An estimated $250,000 to demolish the Stan Reilly Centre and tum the site into a car 
park for Council. 

• Prospective sale of the heritage listed Victoria Hall, its loss as a community owned 
performance venue, on which considerable Council funds have been spent, with costs 
unlikely to be recouped from sale proceeds. 

• The loss of further public amenities such as the Leisure Centre car park to be sold to 

property developers in order to reduce unsustainable debt. 
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• Council progressively ended the tenancies in Queensgate Centre, thus ensuring its 
capital value substantially depreciated in accordance with standard practice of 
commercial properties, before selling the building for demolition and site 
redevelopment. 

Income and Expenditure 

The loss of rental income from Council's Queens gate building, Queens gate car park and 
Spicer car park is estimated to be several million dollars annually. 

To the above loss of income will be added expenditure on interest arising from Council's 
borrowings to meet the projected capital shortfall of $15.2 million which according to 
unnamed sources, is likely to blow out to $20 million. 

Council's Business Plan 

All or a substantial part of the above dealings arise.from Council's Kings Square Business 
Plan (November 2012) which, based on professional opinion received by the Society: 

• makes assumptions about the long-term value of the new Civic Centre and 
Administration Offices which are not in accordance with professional accounting 
standards and contrary to Council's policies. 

• The Society is dissatisfied with both Council's decision-making, the assumptions on 
which decisions were made and the lack of transparency. 

• The new building was estimated to cost $44.75 million and generate revenue from 
ground floor leases of $0.8 million per year, meaning it will take more than 50 years to 
recover the costs incurred from revenue generated. 

• The Business Plan relies on the assumption that the building will appreciate in value, 
according to Council "by applying a 3.5% indexation rate each year" from $44.75 
million to $97.23 million over 20 years as stated in a Fremantle Herald online article 
of May 2015. A retained asset value of $97.23 million is included in the cash flow 

analysis, which, in the Society's view, is absurd since buildings depreciate due to wear 
and tear and obsolescence and only the site will appreciate; 

• further, the site itself is in the centre of Kings Square and valuing on a commercial 
basis is inconsistent with its use and commercial and accounting practice. 

An independent cash flow evaluation of this project reveals a loss to ratepayers of negative 
$30 million NPV, compared with the 2012 Kings Square Business Plan claiming a positive 
NPV. Council's NPV figure assumes that the valuation of the building will appreciate 
constantly in value at 3.5% and never depreciate. This goes against Council's accounting 
policy to depreciate buildings over 40 years. 

Over 20 years a building will not appreciate despite the best care and maintenance due to 
fair wear and tear, obsolescence, inefficiency, lack of utility and comparison with new 
buildings and other technologies. 
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The Administration facilities in the project are purpose built for Council and will not have a 

ready commercial buyer now or in future years. 

Summary of Our Critique of the Kings Square Business Plan 

Fremantle City Council has undertaken asset sales to Sirona Capital, without tender, which 

have resulted in large capital and income losses by disposing of the City's major income

earning real estate. The Society has been unable to quantify the extent of losses to the 

City's asset base but believes they run into millions of dollars of capital and income. 

Fremantle City Council 's 2012 Kings Square Business Plan asserts that the demolition and 

rebuilding of the administration building will achieve a commercial rate of return and a 

positive Net Present Value [NPV], thereby enhancing the City's asset base. The Fremantle 

Society is of the view that this assertion of the Business Plan was and is not founded on 

sound accounting principles. 

The residual valuation of the new Civic and Administration building of $97 million cannot 

be reasonable for a building which costs $41.3 million plus associated costs today. Council 

is unwilling or unable to admit that the project does not actually make a commercial rate of 

return which might justify asset sales. Council's business case also confused the actual land 

value (not depreciating) and a separate project building component ( depreciating). 

We address the Committee's Terms of Reference as follows. 

(a) whether the Local Government Act 1995 and related legislation is generally 

suitable in scope, construction and application; 

1. In our submission the Local Government Act 1995 is inadequate to deal with current 

conditions with respect to: 

a. role of Council (2. 7) lack of attention to requirement to act at all times in the 

best interests of the community and fails to protect against the possibility of 

agency capture; 

b. role of Mayor (2.8) fails to require declaration on the public record of all 

informal conversations and draft agreements with property developers; 

c. role of councillors (2.10) fails to address the problem of "groupthink" and 

provide avenues for individual Councillors to obtain independent advice and 

publicly speak contrary views to the Mayor; 

d. first past the post electoral system results in coalitions of like-minded 

candidates, rather than the diversity of views, which tends towards poor 

governance; 

e. lacks prohibition of donations from property developers cfNSW; 

f. lacks adequate ( controls of disposing ofreal estate (3.58): 

1. for market price; 

11. by tender at all times unless authorised by Minister for Local 

Government on advice from Auditor General; 
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111. lack of community right to challenge decisions and require independent 
audit (given Auditor General's failure to do so); 

g. lack of codification in the Local Government Act of Council ~s duty to: 
1. keep a separate register of income earning real estate assets; 

11. publish annually the register showing capital and rental values; 
111. not treat real estate sales proceeds as income; 

1v. comply with business standards, rather than unique; local government 
standards, with respect to the accounts of income earning real estate 

(b) the scope of activities of local governments 

2. in our view, the City ofFremantle's partnership with Sirona was outside the scope of 
activities of local governments that should be permitted 

3. If such partnerships are permitted, the standards of disclosure at every stage should be 
consistent with a community right to know rather than the use of "commercial in 
confidence" and "developer's intellectual property" as used to justify secrecy in the 
dealings between the city and Sirona; 

( c) the role of the Department of State administering the Local Government Act 1995 
and related legislation 

4. The Minister responsible should be required to deal at arms length with local 
government rather than exercising discretion in a partisan way. 

5. Alternatively, authority to intervene should be vested in a Commissioner to whom 
ratepayers may address complaints and expect action. 

6. Alternatively, since the Auditor General has failed to act, there should be a process 
whereby, if a prima facie case of poor performance by Council is established, and the 
Auditor General fails to act on legitimate complaints such as that of the Fremantle 
Society3

, the Department of Local Government is required to instruct a forensic 
accountant at Council's expense to publish a report to State Parliament. 

( d) the role of Elected Members and Chief Executive Officers/employees and whether 
these are clearly defined, delineated, understood and accepted. 

7. The ideal is that the Chief Executive Officer provides Frank and fearless advice in the 
best traditions of the public service. 

8. Codification of this principle is required as is evidenced by the recent enquiry into the 
City of Perth. The risk is that CEOs will be either sidelined, sacked (Perth) or co-opted 
as we believe is the case with the former CEO of Fremantle during the city's Kings 

Square project dealings. 

3 Fremantle Society letter to Auditor General 21 February 2019 
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9. The use of consultants, in particular lawyers needs to be better regulated since it would 

appear that the City of Fremantle, as a result of agency capture, has been using 
consultants for the purposes of avoiding, rather than complying with, the intent of the 
Local Government Act provisions on sale of real estate assets. 

( e) the funding and financial management of Local Governments 

10. Local Government, particularly cities such as Fremantle, delivers many services that 
benefit the state as a whole. For instance, The Roundhouse, the first stone building in 
W estem Australia to be still standing, is a major tourist attraction. It does however 
require major restoration, beyond the means of the City of Fremantle (after its 
financially ruinous Kings Square project dealings), and there should be a clear means of 
accessing state funds. 

(f) any other related matters the Select Committee identifies as worthy of examination 
and Report 

11. The reality of online communities being mobilised by local politicians such as we have 
witnessed in Fremantle has to be addressed in order to bring the democratic process up
to-date. 

Should the Committee hold public hearings, we would welcome the opportunity to appear. 

Chris Williams 
Secretary 
The Fremantle Society Inc. 

cc: Fremantle Society Committee - confidential 




