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CAIRNS ENTERTAINMENT PRECINCT COMMITTEE 

16 NOVEMBER 2011 

 

6 

 
CAIRNS ENTERTAINMENT PRECINCT – FINANCIAL IMPACT UPDATE 
 
Lisa Whitton: 17/49/9-06 #3383255 

RECOMMENDATION:   
 
That Council notes the update on the financial impact of the proposed Cairns 
Entertainment Precinct. 
 
 
INTRODUCTION: 
 
This report provides as an update on the work being performed to assess the impact of 
the proposed Cairns Entertainment Precinct (CEP) on Council’s forecast financial 
position. 
 
BACKGROUND: 
 
Financial forecasts from the preliminary evaluation for the Entertainment Precinct have 
previously been workshopped with Council. These forecasts, together with Council’s 
2011/12 Annual Budget forecasts were used to formulate a 10 year financial model 
which Queensland Treasury Corporation (QTC) then used as a basis for their Financial 
Sustainability Review (FSR) of Council. 
 
QTC finalised Council’s FSR in October in which Council was rated as “sound with a 
negative outlook.” QTC presented their findings and recommendations from the FSR to 
Council on 25 October. The detailed FSR report will be presented to the November 
Finance and Administration Committee meeting. 
 
The CEP project team has recently finalised the draft business case for the precinct. 
The capital and operating forecasts for the precinct have been further refined in the 
business case, with the capital costs now at 90% cost certainty. 
 
COMMENT: 
 
In terms of capital expenditure, the movement from the preliminary evaluation to the 
business case are timing differences only. Total expenditure is still $154.6m and all 
projected funding sources remain the same. 
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Summary of Capital Expenditure: 
CAPITAL EXPENDITURE Total

$
2011/12

$
2012/13

$
2013/14

$
2014/15

$
2015/16

$
2016/17

$
Forecasts as per BC
Federal Grant 40,000,000 25,811,000 14,189,000 -            -             -             -            
State Grant 57,306,000 -            26,586,000 18,356,000 12,364,000 -             -            
CRC Contribution
FAA Reserve 10,540,246 -              10,540,246 -              -              -              -              
Land Sale 16,000,000 -            -            -            8,000,000 -             8,000,000
Loans 30,765,754 -            16,047,754 18,356,000 4,362,000 -             (8,000,000)
Total CRC Contribution 57,306,000 -              26,588,000 18,356,000 12,362,000 -             -            

Total Capital Expenditure BC 154,612,000 25,811,000 67,363,000 36,712,000 24,726,000 -              -              

Forecasts as per PE
Federal Grant 40,000,000 39,608,000 392,000 -            -             -             -            
State Grant 57,306,000 -            32,960,000 19,175,000 4,659,000 512,000 -            
CRC Contribution
FAA Reserve 10,540,246 -            10,540,246 -            -             -             -            
Land Sale 16,000,000 -            -            -            8,000,000 -             8,000,000
Loans 30,765,754 -            22,420,754 19,176,000 (3,341,000) 510,000 (8,000,000)
Total CRC Contribution 57,306,000 32,961,000 19,176,000 4,659,000 510,000

Total Capital Expenditure PE 154,612,000 39,608,000 66,313,000 38,351,000 9,318,000 1,022,000 -              

Movement from PE to BC -              (13,797,000) 1,050,000 (1,639,000) 15,408,000 (1,022,000) -               
 
With capital works now due to be completed during 2014/15, the forecast operational 
costs have also been brought forward to 2014/15. The forecast operating impact of the 
precinct has improved under the draft business case. The average net operating impact 
has decreased from approx $10m down to $8.3m once it is fully operational. This 
favourable movement is due to forecast average revenue increasing from $3.4m to 
approximately $4.1m and operating expenses (materials, services and employee costs) 
decreasing from an average of $8.0m to $6.8m. Depreciation and interest expense 
forecasts remain the same.  
 
Summary of Operational Expenditure: 

OPERATIONAL 
EXPENDITURE 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21

Forecasts as per BC
Revenue 624,000 3,897,000 3,996,000 4,103,000 4,213,000 4,331,000 4,443,000
Materials, Services, Employee Costs (1,484,000) (6,113,000) (6,375,000) (6,649,000) (6,951,000) (7,284,000) (7,652,000)
Depreciation (977,000) (3,865,000) (3,865,000) (3,865,000) (3,865,000) (3,865,000) (3,865,000)
Interest Expense (2,433,000) (2,363,000) (2,288,000) (1,688,000) (1,603,000) (1,512,000) (1,415,000)

Net Operating Impact - as per BC (4,270,000) (8,444,000) (8,532,000) (8,099,000) (8,206,000) (8,330,000) (8,489,000)

Forecasts as per PE
Revenue 744,000 3,265,000 3,352,000 3,442,000 3,540,000 3,629,000
Materials, Services, Employee Costs (456,000) (7,321,000) (7,688,000) (8,043,000) (8,440,000) (8,885,000)
Depreciation (1,619,000) (3,865,000) (3,865,000) (3,865,000) (3,865,000) (3,865,000)
Interest Expense (2,568,534) (2,316,835) (2,203,447) (1,608,928) (1,418,396) (1,261,089) (1,093,248)

Net Operating Impact - as per PE (2,568,534) (3,647,835) (10,124,447) (9,809,928) (9,884,396) (10,026,089) (10,214,248)

Movement in Net Operating Impact (1,701,466) (4,796,165) 1,592,447 1,710,928 1,678,396 1,696,089 1,725,248
NB. Forecasts are for Entertainment Precinct only i.e. exclude revenue and expenses for the existing Civic Theatre.  
 
QTC has made the following recommendations as part of the Financial Sustainability 
Review: 

 Finalise the business case of the Entertainment Precinct 
 Consider alternative strategies to stimulate the regional economy 
 Develop alternative plans if unable to contain forecast costs 
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 Continue to monitor developments in the regional and global economy 
 Assess the impact and plan for the introduction of the Carbon Tax 

 
Council officers are currently working through each of these recommendations. The 
initial stages of this work are focusing primarily on updating Council’s long term financial 
forecast (10 Year Model). 
 
CONSIDERATIONS: 

Corporate and Operational Plans: 
Goal 6 – Striving for Organisational Excellence 
 

6.2 Understand our business environment and effectively set strategies, deploy 
resources, monitor and report. 
6.3 Collect, interpret, manage and capture data and information to inform good 
decision making. 

 
To provide professional financial management, service and advice to enable our 
customers to achieve their goals. 

Financial and Risk: 
Forecast financials formulated as part of the draft business case indicate a reduced 
impact on Council’s financial position then what was anticipated during Council’s 
2011/12 Annual Budget process. 

Sustainability: 

 
 
This report has an overall neutral impact on Improving Resource Efficiency, Conserving 
Biodiversity and Enhancing Community Health and Wellbeing.  
 
In terms of Delivering Sound Governance and Economic Management, this report 
meets the objective of Goal 6 of the Corporate Plan “Striving for Organisational 
Excellence”  (6.3) collect, interpret, manage and capture data and information to inform 
good decision making. 
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CONCLUSION: 
 
The capital costs for the proposed Entertainment Precinct have now been refined to 
90% certainty under the final draft of the business case. Additionally, the forecast 
operating impact on Council’s financial position has been improved since the initial work 
performed as part of the preliminary evaluation.   
 
Work is currently underway to refine the various attributes of Council’s long term 
financial forecast based upon recommendations from QTC as part of the Financial 
Sustainability Review. A revised long term financial forecast will then be workshopped 
with Council. 
 
 
 
Lisa Whitton 
Senior Coordinator Financial Accounting 
 
 
 
Juli-Ann Brozek 
Manager Financial Services 
 
 
 
Linda Kirchner 
General Manager Corporate Services 


