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Overview 

PricewaterhouseCoopers has been engaged by Cairns Regional Council to undertake a financial and 

economic appraisal of project options for the Cairns Entertainment Precinct. The Precinct will consist of 

a number of complementary facilities, including a performing and visual arts centre and regional 

museum, to form a public space which will become the hub of Cairns.  

This report outlines the results of the financial and economic appraisal of project options (Options 1 - 7). 

These results will feed into a broader preliminary evaluation of project options. The scope of the 

financial and economic appraisal is to:  

• determine the commercial viability of project options, specifically whether the options generate an 

acceptable financial return and to identify a least cost option;  

• identify additional minimum project funding requirements for both construction and operation of the 

precinct; and 

• assess the broader impacts resulting from project options on the broader community and economy, 

including the economic, social, cultural and environmental costs and benefits.     

The financial and economic appraisal has been undertaken in accordance with Queensland 

Government’s Project Assurance Framework.  

Appraisal methodology 

Discounted cashflow analysis has been used to determine the financial and economic feasibility of the 

project options. There are also a number of social and environmental costs and benefits which cannot 

be reliably monetised, and these impacts have been described in quantitative and qualitative terms. A 

summary of the appraisal framework is presented below.  

Figure 1.1:  Overarching appraisal framework 
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When assessing the costs and benefits considered in the economic appraisal, significant weight should 

be given to the social and environmental (non-market) costs and benefits that have been qualified in the 

economic appraisal, particularly in light of Council and Queensland Government’s key outcomes and 

objectives for the Entertainment Precinct (see Figure 3.3 and Appendix A). As Queensland 

Government’s Project Assurance Framework states, “Important cultural projects seek to promote 

Queensland and should not be assessed by using possible economic and employment benefits. Rather, 

it may be better to rank options by their ability to deliver specific outcomes and assess them against the 

performance criteria for promotional success rather than their economic impact.”  

Results and conclusions 

In evaluating options, it is necessary to consider the results of the discounted cash flow analysis, and 

quantitative/qualitative assessment in parallel.  

Financial appraisal 

Each project option has undergone a financial appraisal which involved determining the net present 

value (NPV) of the Precinct:  The NPV is a measure of all future positive and negative cash flows 

associated with the project, discounted back to today’s dollars.  The discount rate used represents the 

time value of money over the life of the project, as well as the risk – or potential variability – associated 

with those cash flows.  A positive NPV represents financial value accruing to Council as a result of 

undertaking the project, whilst a negative NPV represents a negative cost to Council over the life of the 

project.  The financial appraisal does not factor in monetised benefits to other parties; only the impact to 

Council is considered. 

In order to provide stakeholders with a context for the additional cost associated with the Precinct over 

and above forecasts for the Civic Theatre operations, the report also presents NPV and cash flows 

figures incrementally. 

The financial analysis showed that no project option, including the base case under which the Civic 

Theatre continues operating, is self-funding on a purely commercial/financial basis. The NPV results for 

each option are presented below. 

Net present value 

Figure 1.2: Net present value and incremental net present value for each option 
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Under Option 1, the continued operation of the Civic Theatre results in an NPV of -$18.47 million. 

Options 2 to 6A all provide similar valuation results; the incremental NPV ranges from -$52 million (for 

Option 2) to -$57.1 million (for Option 6A).  Option 7 has an improved NPV in comparison with Options 

2 to 6A, reflecting the lower construction and renewal costs.  

All options generate negative free cash flows (incremental over the base case) for the period of the 

analysis. For the base case, free cash flows averaged -$616,000 per year. For Option 2 to 6A, 

incremental free cash flows averaged between -$2.0 million (Option 2) and -$2.2 million (Option 6A) per 

year. The average incremental free cash flow for Option 7 was lower at -$1.6 million, reflecting low 

capital, operating and renewals costs.   

Revenue 

Revenue profiles under each development option are as follows: 

Figure 1.4: Revenue forecast for each Option (in $’000s) 

 

Option 1 provides the lowest forecast revenues of the options considered. However, Option 7 has a 

revenue profile which is closer to the Civic Theatre’s operations, reflecting that only one theatre is being 

operated. Options 2 to 6A provide vey similar revenue profiles, reflecting that each of these options 

comprise facilities capable of generating revenues from the same sources. 

Sensitivity analysis 

• The results of sensitivity analysis are presented below.  

• Discount rate – Discount rates were tested under three scenarios: low - 6.00% nominal, at the 

request of Queensland Treasury (3.42% real), medium - 9.67% nominal (7.00% real) and high - 

12.75% nominal (10.00% real). Under the low case, the continuous negative cash flows 

generated under all eight scenarios had the effect of decreasing the NPV by an average of 92% 

across Options 2 to 7. The higher discount rate increased the NPV by an average 37% across 

the development options, although in no instance did the NPV become positive. 

• Escalation rates – The impact of changing escalation rates was very similar across Options 2 to 

7. The Low Case had an average positive impact of approximately 17% and the High Case had 

an average negative impact of approximately 20% on NPV. The NPV of Option 1 improved by 

9.0% under the Low Case, and declined by 10% under the High Case. The Civic Theatre is less 

sensitive to escalation rate increases, as it is expected to run at a smaller operating loss than the 

Entertainment Precinct over the thirty year forecast period. 
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• Visitation – Low visitation has a negative impact on incremental NPV of approximately 2% 

across Options 2 to 6A. High visitation also has a negative impact on NPV, albeit it is very small.  

The potential upside in revenues generated from additional visitors is offset by higher forecast 

Entrepreneurial Programming Costs and Marketing & Promotion Costs required by the 

Performing Arts Centre. 

• Performing Arts Centre staff award rates - Using current wage rates instead of industry award 

rates has an average negative impact of 4% on project NPV for Options 2 to 7. Based on the 

above, the salary wage scheme employed by the Precinct is not considered to be a key driver to 

the financial success of the Precinct. 

Financial appraisal – conclusions/findings 

• Option 7 represents the least cost solution on a NPV basis reflecting lower construction, 

operating and renewal maintenance costs. While this option results in a worse operating result, 

the lower renewal cost associated with the smaller development area (representing only -$35 

million of the NPV) results in the highest NPV. 

• For Options 2 to 6A, project staging has only a minor effect on the valuation and operating 

results. Staging Options 3 to 6A produced a higher NPV and there was a negligible difference in 

the operating loss (compared to Option 2 - no staging). This reflects that the expected cost 

savings from delaying construction do not outweigh the additional construction costs incurred, 

and associated loss of revenues.  

• The choice of discount rate can have a significant impact on the project appraisal, while 

escalation rates have a moderate impact. The visitation scenarios have only a minor impact on 

results, reflecting that these have been set very conservatively and there is only a minor variation 

across each scenario. The impact of changes in Performing Arts Centre staff award rates is not 

significant.   

• Option 7 represents the most attractive option on the basis of the financial appraisal.  

Economic appraisal 

The economic appraisal considers a broad range of costs and benefits relating to social, cultural, 

economic and environmental factors associated with project options. As many of the associated costs 

and benefits are ‘intangible’, and do not have a market price, the economic appraisal has been 

undertaken using a combination of discounted cash flow analysis, quantitative analysis and qualitative 

assessment. In evaluating options, it is necessary to consider the results of these analysis/assessments 

in parallel.  

In light of the key outcomes and objectives sought by Council and Government in developing the 

Precinct, significant weight must be given to the key indirect and non-market benefits that may be 

realised as a result of the Precinct development – for example, increased social cohesion and quality of 

life, arts and cultural heritage appreciation, increased education and training facilities and health 

improvement. 

Direct and indirect expenditures 

The impact of each project option on expenditures, both in the facility and external to the facility, can be 

classified into two key categories – direct and indirect expenditures. “Direct expenditures” refers to 



Executive summary 

Cairns Regional Council 
PwC                                                                                                                                                         vi 

economic activity that is directly related to the facility, while “indirect expenditures” refers to any flow-on 

or economy-wide effects. The latter are subject to qualitative assessment in the economic appraisal.1  

During the construction phase, up to $240 million of direct expenditure will accrue to the Cairns region 

as a result of the Cultural Precinct development. During the operational phase, expenditures under 

Options 2 through 6A are projected to grow steadily throughout the life of the project, peaking at levels 

between $44 million and $50 million (in 2041). Option 7 is the clear outlier, peaking at $30 million. Direct 

expenditures under the Base Case peak at just over $8 million.  

Figure 1.5: Expenditure at the arts and cultural facility under each Option. 

 

The significance of the direct expenditure under each option can be summarised by two key metrics – 

the net present economic value (NPEV) and the benefit-cost ratio (BCR). If a project’s costs and 

benefits can be fully quantified and captured in the discounted cash flow analysis, a project option may 

be considered to be economically viable if the BCR is greater than one. However, as discussed in the 

PAF, for cultural projects like the Cairns Entertainment Precinct, summary CBA metrics (like NPEVs 

and BCRs) are not sufficient to provide an indication of the economic viability of a project. 

While the metrics provided in Table 1.1, when considered in isolation, might suggest that none of the 

Project Options are economically viable, it is important to note that these metrics have only been 

calculated based on the impacts that have been monetised in this assessment – that is, the direct 

expenditures under the construction and operational phases of each Option. Again, we stress that the 

inability to capture in monetary terms the significant community and cultural benefits expected from the 

Precinct, means that the BCRs alone should not be regarded as a comprehensive view of each project 

option’s economic performance. 

 

The supplementary qualitative analysis around the key non-market impacts of this sort of cultural 

project illustrates a broad range of benefits (and some costs) that have not been quantified and the 

NPEV and BCR for each Option must be considered in line with this qualitative analysis. The indirect 

and non-market benefits that may accrue to the local, regional and, to a lesser extent, State 

                                                                            

1  PwC has received guidance from Queensland Treasury around the most appropriate methodology for the economic appraisal component of the 

preliminary evaluation. The methodology presented in this report is, in PwC’s understanding, acceptable for Queensland Treasury’s purposes. 
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communities if the Cairns Entertainment Precinct is constructed, provide sufficient economic justification 

for the development. 

Table 1.1: NPEV and BCR for each option (calculation based on incremental, discounted cash flows) 

Option Net Present   

Economic Value  

($’000s - nominal) 

Benefit-Cost Ratio  

Option 1* 0 - 

Option 2 -279, 955 0.1202 

Option 3 -275, 044 0.1194 

Option 4 -277, 578 0.1161 

Option 5 -284, 757 0.1160 

Option 6 -281, 680 0.1148 

Option 6A -269, 675 0.1042 

Option 7 -193, 499 0.1018 

*values for Option 1 are 0 as this table presents incremental cash flows 

 

The direct expenditures throughout the life of the project evidences ongoing support for activity and 

employment in the arts and cultural industries, together with activity and employment in Retail Trade 

and Restaurant/Catering industries. A significant portion of the direct (and indirect) expenditure that 

may be anticipated in the operational phase may be driven by tourism activity. 

 

As the Far North Queensland economy is currently experiencing an underutilisation of resources (as 

evidenced by a relatively high unemployment rate), it is possible that construction of the Cultural 

Precinct will stimulate economic activity in the Cairns region and, hence, the Far North Queensland 

statistical division and the State.2 

 

While growth in tourism activity that may arise as a result of the Cultural Precinct is likely to contribute 

positively to economic activity in the Cairns region, the flow-on market benefits from the Cultural 

Precinct expenditures in the operational phase, particularly at a State and National level, may be 

minimal. This is largely because the directly affected industries are only a small proportion of the State 

and National economies. 

Labour 

Across the construction period, the average number of persons may be around 140 persons for 

Options 2 through 6. The maximum number of persons potentially employed at any one point in time 

during the Construction of the Precinct is under Option 2 in 2013-14 (over 250 persons). Option 6A 

                                                                            

2 Assuming the underutilisation of resources continues for the next few years.  It is also important to note that the recent underutilisation of 

resources is no longer as prevalent, particularly due to the Queensland Natural Disaster Reconstruction Effort after Cyclone Yasi. It may be 

argued, however, that following this temporary shock to the labour market, some to of the resources may then be directed to projects like the 

Cairns Entertainment Precinct, thereby maintaining employment levels and economic activity in the Cairns and Far North Queensland regions. 
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peaks in 2017-18 at around 230 workers, while Options 3 through 6 peak at over 200 persons in 2013-

14. Option 7 has a lower employment profile due to the lower expenditure in the construction phase. 

Figure 1.6: Number of workers on site during the construction phase of the project (for each project option) 

  

These estimates should be considered as employment that is sustained as a result of the construction 

of the Precinct, as opposed to jobs that are created. For example, some of the persons employed to 

construct the Precinct may be employed on other construction projects in the region if the Cultural 

Precinct was not developed. 

As the Far North Queensland economy has recently experienced an underutilisation of resources (as 

evidenced by a relatively high unemployment rate), it is possible that the construction activity will 

indirectly support employment in the wider Cairns and Far North Queensland regions also. 

Employment will be directly supported by the Cultural Precinct in the operational phase, with, for 

example, 34 persons employed in the Performing Arts Centre and 14 persons employed in the 

Museum. 

The flow-on effect of the project may impact positively on economy-wide employment, at least in the 

short to medium run. For example, increased tourism activity may provide support for economy-wide 

employment in retail trade, accommodation and restaurant/catering related industries. However, it is 

important to note that, even in the operational phase, any expenditure that may support employment in 

the Cairns and Far North Queensland regions may simply be drawing labour away from other areas. 

Social cohesion and quality of life 

The social benefits that may accrue to Cairns and Far North Queensland (and, to a lesser extent, the 

State) may be classified into five broad categories: 

• Social cohesion: Research indicates that arts and cultural services can contribute significantly to 

the social cohesion of a community
3
 and, as such, arts and cultural policies and programs have 

                                                                            

3 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud.  
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been developed throughout Australia with a primary objective of enhancing social cohesion.
4
 The 

Precinct has been designed to provide state-of-the-art cultural and arts facilities, together with 

public gathering space for everyday recreational use, encouraging community networks that are 

inclusive and equitable. It will foster creative participation; intergenerational interaction and 

intercultural interaction. 

• Local image and identity: One of the objectives of the Cairns Cultural Centre is to develop greater 

awareness, within both the local community and the wider Queensland community, of the historical 

significance and value of Far North Queensland. This will be achieved through the various facilities 

on offer in the precinct. Research has shown that the arts help people to express and define what it 

means to be Australian.
5
 Additional arts and cultural facilities may therefore strengthen the 

Australian image and identify and provide a connection to our past and to our nation.  

• Appreciation of the arts and cultural heritage: A heightened appreciation of arts and cultural 

heritage may be achieved as a result of events or festivals that occur in the public plaza and open 

space at the Cultural Precinct. Due to the Far North Queensland’s rich indigenous and multi-cultural 

heritage, there is a great opportunity in Cairns to develop performing and visual arts unique to the 

region. Increased exposure to this cultural heritage will no doubt lead to an increased appreciation 

and tolerance of the arts. 

• Health and well-being: Health and well-being benefits of arts and cultural activities accrue to both 

creative participants and receptive participants. There is widespread recognition across literature 

that, at the basic level, arts and cultural activities provide a unique and deep source of enjoyment, 

resulting in increased levels of happiness and the ability to cope with everyday pressures of life.
6
  

• Non-user benefits: For the Cairns Cultural Centre, ‘non-user value’ is also relevant. Non-use value 

is value accruing to persons who do not visit the facilities or participate in related cultural activities 

but place value on the option to visit such facilities. The community will also value the assurance 

that cultural assets are maintained for future generations. 

Education and training 

Participation in arts and cultural activities can have a direct impact on the improvement of education 

and training outcomes for communities. The benefits of participation at arts and cultural facilities accrue 

to a number of groups within the community, from professional performers themselves (creative 

participants) to consumers whose participation is merely receptive. These benefits accrue through a 

variety of forms, such as: 

• knowledge sharing; 

• increased collaboration; 

• cultural appreciation; and 

                                                                            

4 Australian Government, Department of Immigration and Citizenship, 2011. The Diversity and Social Cohesion Program, [online] Available at: 

http://www.harmony.gov.au/dscp/ [Accessed 8 July 2011].  

5 Australian Council of the Arts, 2010. More than bums on seats: Australian participation in the arts, Australian Council for the Arts, Sydney. 

6 Australian Expert Group in Industry Studies (AEGIS), 2004. Social Impacts of Participation in the Arts and Cultural Activities- Stage 2 Report, 

Sydney.  
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• skill development. 

The Cairns Cultural Precinct will likely foster and encourage further participation in arts and cultural 

activities (both creative and receptive participation), thereby harnessing these associated benefits. 

Environmental effects 

The environmental benefits and costs associated with the Entertainment Precinct include: 

• Site enhancement: The development of the Precinct will result in a number of enhancements 

to this site. These include the removal of contamination as a result of former uses associated 

with the port, ground works (e.g. site clearance, dewatering and sediment control), construction 

of stormwater management infrastructure, and landscaping and other final site improvements. 

• Urban development: The Entertainment Precinct will create a third node in the urban 

framework of the CBD, connecting land use, clusters, public spaces and transport. The Precinct 

will provide for higher levels of connectivity between inner city and outer city by anchoring the 

city centre with the shopping centre, Shields Street, the lagoon, and the Port lands boardwalk. 

This triangle also defines a circuit of high-amenity public spaces along the waterfront and CBD 

• Sustainable design: The Precinct facilities will be designed to achieve high standards to 

energy efficiency and water conservation, life cycle analysis for a selection of materials, waste 

minimisation, low greenhouse gas emissions and an operational plan to maintain the standards 

for the life of the building.  

The environmental issues do not form key considerations in the preliminary evaluation. Additional 

detailed design information is necessary to assess some environmental issues. A more comprehensive 

assessment of costs and benefits will be performed for the detailed business case.   

Economic appraisal – conclusions/findings 

• The discounted cash flow results must be read in line with the qualitative assessment of key 

indirect and non-market benefits that cannot be appropriately quantified in a CBA of a cultural 

project like the Cairns Entertainment Precinct. While all of the project options generate a negative 

NPEV and a BCR less than 1, these metrics have only been calculated on the basis of the impacts 

that have been able to be monetised in this assessment – that is, the direct expenditures under 

the construction and operational phases of each Option. Conclusions regarding the economic 

viability of the Precinct cannot be made by considering the BCRs and NPEVs in isolation. 

• As stated in the PAF, if an economic argument is to be made for this sort of facility, the greatest 

weight should be given to the significant non-market impacts (such as increased social cohesion 

and quality of life, arts and cultural heritage appreciation, increased education and training 

facilities and health improvement) regardless of whether they are quantifiable. 

• Direct expenditures associated with operation of the Civic Theatre (Option 1) peak at just over 

$6.5 million (year 2034). Expenditures associated with the construction and operation of the 

entertainment Precinct under Options 2 through 6 grow steadily throughout the life of the project, 

peaking at levels between $42 and $50  million (in 2041). Option 7 is the clear outlier, peaking at 

$30 million.  

• In addition to direct expenditures, there will be significant indirect expenditures associated with the 

Entertainment Precinct. These expenditures will accrue to both the Cairns and regional 

economies. The ongoing expenditures throughout the life of the project evidences ongoing support 

for activity and employment in the arts and cultural industries, together with activity and 

employment in Retail Trade and Restaurant/Catering industries. A significant portion of the direct 

(and indirect) expenditure that may be anticipated in the operational phase will be driven by 
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Economic appraisal – conclusions/findings 

tourism activity. 

• In light of the key objectives sought by Council and Government, particular weight should be given 

to the social and educational benefits that have been described. In particular, the Entertainment 

Precinct will have the capacity to increase social cohesion and enhance health and well-being for 

both those in the Cairns community and those attracted to the area. It will promote stable, co-

operative and sustainable communities that encourage intergenerational and intercultural 

interaction. 

• The Precinct will also create greater awareness, within both the local community and wider 

Queensland and Australian communities, of the historical significance and the value of Far North 

Queensland’s rich cultural diversity. 

• Participation in arts and cultural activities can have a direct impact on the improvement of 

education and training outcomes, not only for performers and artists, but also for consumers 

whose participation is merely receptive. It promotes knowledge sharing, increased collaboration, 

cultural appreciation and skills development. The Cairns Cultural Precinct will likely foster and 

encourage participation in arts and cultural activities, thereby harnessing these associated 

benefits. 

• The development of the Cultural Precinct will enhance urban amenity of the Precinct site, areas 

adjacent to the site and more broadly within the Cairns CBD. It will contribute to the sustainable 

development of the Cairns City through integration of sustainable design values, protection and 

enhancement of the natural landscape and appropriate utilisation of the land. 

• The social and educational benefits associated with the Entertainment Precinct will be similar for 

Option 2 to 6. However, these benefits would be maximised through the early development of 

facilities, particularly the performing arts and museum facilities given the current limitations of the 

existing Civic Theatre, and absence of a regional museum. The same level of social and 

educational benefit would not be achieved under Option 7 whereby the performing arts complex 

would comprise only a single performance space, and the museum facility would not be 

constructed.  

• Combining the higher BCR for Option 2 with this option’s expected superior performance 

(relative to Option 7) on social and educational benefit outcomes, Option 2 presents as the 

preferred option from the economic appraisal.  

 

Having regard to the combined financial and quantitative and qualitative findings 
of the economic appraisal, Option 2 presents as a preferred option, at this 
preliminary stage. However, acknowledging the reliability of preliminary data, 
and the relatively narrow differentials between various options, Council may like 
to consider more than Option 2 in evaluation phases that follow. 

 

Next steps 

This report will contribute to the preliminary evaluation document to be prepared by Savills Project 

Management and Cairns Regional Council. The preliminary evaluation will inform a submission for 

funding to the Cabinet Budget Review Committee in late August. From this, a decision will be made to 

proceed with the preparation of a detailed business case for the preferred project option.  
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In preparing the detailed business case, it is recommended that all assumptions/inputs are revisited and 

refined (as necessary) as the preferred project option is progressed. It should be noted that any 

material changes to assumptions/inputs may invalidate the results of this report. For example, 

depending on changes to the preferred project option, it may be necessary to revisit the expected 

costs/revenues, timing and demand associated with facilities proposed for the Entertainment Precinct.   

For the detailed business case, it will also be necessary to ensure that inputs achieve a P90 level of 

reliance. 

In preparing the detailed business case, specific areas of focus should include: 

• examination of facility management options and identification of associated cost savings (e.g. in 

management, marketing, catering etc); 

• site and facility visitation and the capacity to optimise these through programming at the performing 

arts and museum facilities; 

• further refinement of sensitivity analysis to construct a number of multi-parameter scenarios; and 

• assessment of the opportunity cost of land under the Project Options for inclusion in the CBA 

framework. 
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Background 
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2.1     Project description 

The Cairns City Centre plays a pivotal role in the economic and social fabric of the Far North Queensland 

region. The development of the City Centre was previously focused on the northern waterfront, including 

the tourist precinct and the commercial areas towards the central business district (‘CBD’), and the 

development of Ports land to the eastern edge of the city.  

More recently, Cairns Regional Council (‘Council’) has investigated and commenced design of the Cairns 

Entertainment Precinct (‘the Entertainment Precinct’), located on a 1.5 ha site fronting Wharf Street. This 

precinct is intended to create a third node in the urban framework of the CBD, and will connect land uses, 

public spaces and transport, along with the city centre.  

The Entertainment Precinct will replace the existing Cairns Civic Theatre which is widely acknowledged to 

no longer meet the needs of the city. The Entertainment Precinct will provide facilities for the performing 

and visual arts industries, and the region’s families and communities, which have not been previously 

available. Further, it will provide for a major regional museum, and will form a central meeting place for 

community interaction.  

It is envisaged that the Entertainment Precinct will support the changing nature of the Cairns CBD by 

providing a catalyst for business growth, encouraging longer business hours, greater public amenity and 

safety, and by providing economic flow-on to the city from business events and tourism. The Precinct is 

therefore regarded as a priority catalyst project for the development of the CBD and the resulting 

economic growth. 

 

2.2     Investigations to date 

Council has undertaken a number of activities to progress the design and evaluation of project options for 

the Entertainment Precinct site.  

In December 2010, Council appointed Savills Project Management (‘Savills’) to prepare a business case 

for the project in accordance with State Government’s Project Assurance Framework (‘PAF’), and to assist 

in the selection of project consultants. 

Preliminary design  

It is proposed that the Entertainment Precinct will consist of a number of complementary facilities to form 

a public space which will become the hub of the city and region. The following opportunities have been 

identified for the site:  

• a performing arts centre with facilities to support the performing arts (for use by schools, local and 

touring organisations) and the visual arts; 

• a public plaza to provide outdoor space for community gathering including for events, markets and 

festivals; 

• a regional museum to achieve the adaptive re-use of a heritage listed building known as White’s 

Shed; 

• complementary retail and commercial space; and  

• car parking.  

Details of the masterplan/design options for the site, and the project options considered in this appraisal 

are provided in Section 4.  
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In early April 2011, Council appointed an architectural team, CA-Cox Rayner through a competitive 

tendering process. CA-Cox Rayner commenced the masterplan and concept/schematic design phase in 

mid-April 2011. As part of this phase, the architect developed two master plan solutions for the site, and 

two concept design options for the performing arts facilities, which were evaluated and submitted to the 

community for comment and critique. 

The masterplan and concept/schematic design phase has been supported by advisory consultants, 

engaged directly by Council and appointed in early-April 2011. Together with the Outline Theatre Brief, 

Outline Acoustic Brief and the Museum Brief, has informed the development of a masterplan solution for 

the site and the concept design options for associated facilities. Advisory consultants have developed 

lifecycle cost estimates and revenues for each of the design options.   

Council has now commenced evaluation of project options for the Entertainment Precinct. As external 

government funding is being sought
7
, this evaluation must be undertaken in accordance with the PAF 

provided by the Queensland Government. This framework involves a preliminary evaluation of project 

options, and a detailed business case to identify a preferred option.  These evaluations will build on the 

Strategic Assessment of Service Requirements (‘SASR’) already completed. 

2.3     Scope of work 

PricewaterhouseCoopers (‘PwC’) has been commissioned to undertake the economic and financial 

appraisals required to support both the preliminary evaluation of project options, and the preparation of the 

detailed business case.  

This report outlines the results of the financial and economic appraisal of project options as an input into 

the preliminary evaluation. The preliminary evaluation is specifically required to inform a submission for 

funding to the Cabinet Budget Review Committee in late August. The results of the financial and economic 

appraisal will be incorporated into the preliminary evaluation document by Savills.  

The scope of the financial and economic appraisal is to:  

• determine the commercial viability of project options, specifically whether the options generate an 

acceptable financial return and to identify a least cost option;  

• identify additional minimum project funding requirements for both construction and operation of the 

precinct; and 

• assess the broader impacts resulting from project options on the broader community and economy, 

including the economic, social, cultural and environmental costs and benefits.     

Under the PAF, the financial and economic appraisal must demonstrate a clear need for the project, 

showing that the preferred project option is commercially sound and will generate benefits for the 

community which exceed existing arrangements without the project taking place. Decisions about whether 

or not to proceed with project options therefore need to be informed by systematic and rigorous analysis of 

the financial viability, economic value and broader community benefits generated from the public funds 

invested.   

                                                                            

7     Early partial commitments to project funding have been received from the State and Commonwealth Governments. Council has committed funding 

for design and consultancy services in its 2010-11 budget, and has identified the availability of Council funding for one-third of the cost of 

construction of the performing arts centre, plaza and carpark. Council is actively pursuing the balance of funding from State and Commonwealth 

Governments.   
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2.5     Data reliability 

For this appraisal, we have relied upon data provided to us by Cairns Regional Council, Savills Project 

Management and other project consultants (both previous and concurrent investigations), and data taken 

from other publicly accessible sources (e.g. Australian Bureau of Statistics, Tourism Research Australia).  

We have not sought to audit, nor do we confirm the accuracy of, the information provided to us or obtained 

by us, as part of this project. Accordingly, the results of our analysis should be interpreted with regard to 

the potential limitations of the data sources used.  

2.6     Distribution of and reliance on the report 

This report has been prepared for our client, Cairns Regional Council, for the purpose described in the 

contract. It should not be used or relied on for any other purpose. You may not make copies of this report 

available to other persons except as described in the Contract, and subject to the conditions described 

therein.  

We will not accept any responsibility or liability (whether in contract, tort, including negligence, or 
otherwise) to any person other than Cairns Regional Council for the consequences of any reliance on this 
report, except under the arrangements described in the Contract. No-one else should rely on this report 
for any purpose unless we so agree and they sign an undertaking to us in the form we require in that 
regard.  

Data reliability – P70 interval 

Capex 

WT Partnership carried out an indicative Order of Cost Study for the Master Plan and design Option 1 - 7. 

The rates used in the capital cost estimates were derived from a combination of current market rates for 

labour and materials, rates analysed for similar projects or project cost components and calculated rates 

based on estimates of time and materials.    

These costs have been prepared to provide an accuracy in order of the P70 interval when later measured 

against more detailed costs presented for the investment decisions of the business case. More accurate 

cost estimates will be prepared in the next stage of the project when more detailed design documentation 

is available. 

Opex / revenue 

Creative Economy and Queensland Museum provided estimates of the ongoing operating costs for the 

Performing Arts Centre and museum facilities. Cairns Regional Council and Savills Project Management 

provided additional information on the operating costs of the existing Civic Theatre and estimated costs of 

operating the Cairns Entertainment Precinct. 

Operating costs for the Performing Arts Centre and museum were estimated on the basis they would be 

operated as separate facilities. However, due to uncertainty regarding the exact usage of the facilities, 

there were some difficulties in estimating operating costs and revenues. The facilities management 

consultants therefore sought to provide best estimates based on knowledge of other facilities and industry 

benchmarks.  

Similarly, operating costs for the precinct were estimated on the basis of existing information, industry 

benchmarks and industry-supplied information. 
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3.1     Preliminary evaluation approach 

3.1.1   Project Assurance Framework 

As external government funding is being sought for the Entertainment Precinct, evaluation of the project 

options is undertaken in accordance with the Queensland Project Assurance Framework.  

The PAF is a whole-of-government process developed by the Queensland Government to ensure a 

common approach to assessing major projects at critical stages in their lifecycles. This framework is 

intended to ensure that “project management is undertaken effectively across the Queensland Public 

Sector and delivers value for money to the government from its significant investment in project activity”.8 

The PAF outlines various project stages (see Figure 3.1) and provides guidance for assessing a project at 

each of these stages.9  

Figure 3.1:  Evaluation stages as specified in the PAF 

 

 Source: Project Assurance Framework: Policy Overview 

  

                                                                            

8
 Queensland Government, Project Assurance Framework: Policy Overview, page 2. 

9 It is important to note that if, in the preliminary evaluation stage, a Public Private Partnership is deemed to be the most feasible option for project 

delivery, the Queensland Government Value for Money Framework will apply for step 3 onwards and the PAF will no longer apply. While PPP 

delivery may apply to any potential option for a Cairns Entertainment Precinct, consideration of this is outside the scope of PwC’s engagement at this 

stage. 

1. Strategic Assessment of Service Requirement

2. Preliminary Evaluation

3. Business Case Development

4. Supply Strategy Development

5. Source Supplier/s

6. Establish Service Capability

7. Deliver Service
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3.1.2   Financial and economic appraisal 

The scope of PwC’s engagement is limited to the “Preliminary Evaluation” stage of the PAF and focuses 

only on the financial and economic appraisal components.10 PwC’s evaluation of project options builds on 

the Strategic Assessment of Service Requirements (SASR) already completed by Savills and contributes 

to the preliminary evaluation, as described below.  

Figure 3.2:  Summary of approach to the financial and economic appraisal 

 

Step 1:   Identify the outcome sought 

The Entertainment Precinct is intended to provide opportunities and facilities for the performing and visual 

arts industries, and the region’s families and communities, which have not been previously available. It is 

envisaged that the precinct will be a place for meeting and interaction, enjoying a wide sense of 

community, and making a substantial contribution to the vitality of Cairns. Further, it is anticipated that the 

Entertainment Precinct will support the changing nature of the Cairns CBD by providing greater public 

amenity and safety and, to some extent, a catalyst for business growth. 

The planning and design of the Precinct has, to date, been guided by eleven key goals developed by the 

Cairns Regional Council that are outlined in Appendix A. These goals are closely aligned with numerous 

policies, guidelines, strategies and plans at all levels of government which are outlined in Appendix A. 

                                                                            

10
 As addressed above, additional components of the Preliminary Evaluation stage as outlined in the PAF, such as risk evaluation and market sounding, 

is outside the scope of PwC’s engagement. 

Scope of work

Shortlist of most favourable option/s for the business case 

development

Financial appraisal

Economic appraisal

Step 1

Identify key government objectives and the outcomes sought

Step 2

Identify project options

Step 3

Perform preliminary evaluation

Step 4

Comparative analysis of options against outcomes sought
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Drawing upon the Cairns Regional Council goals and key State Government initiatives and policy 

objectives,11 PwC has identified that, for the purpose of this appraisal, the four overriding outcomes sought 

for the project are those listed in Figure 3.3. These objectives form the benchmark for option appraisal 

throughout the analysis framework. 

Figure 3.3:  Key objectives and outcomes sought from the project  

 

Step 2:   Develop project and policy options 

The establishment and operation of cultural infrastructure involves the use of productive resources such 

as land, capital and labour - all of which have alternative uses and hence, impose an opportunity cost to 

the community. It follows then that there are numerous options available to government when deciding 

whether to invest in cultural infrastructure and, if so, which cultural infrastructure. 

When assessing such questions a wide range of options should be identified and reviewed to set the 

parameters of an appropriate solution. The purpose of option analysis is to help develop a “value for 

money” solution that meets the objectives of government action (as identified in step one). The list of 

options should contain one where the government takes the minimum amount of action necessary (the 

“basecase”). This allows for a “check” against more interventionist measures. 

Options for the development of cultural facilities in Cairns have been subject to stakeholder and 

community consultation and shortlisted accordingly. In light of this, the financial and economic appraisals 

contained in this report focus on seven key options and a number of scenarios. These are described in 

Section 4.0. 

                                                                            

11 See appendix A. 

Key objectives Significance of objectives

To meet community 
need for art and 
cultural facilities

Arts and cultural facilities 
should be accessible by 

all sectors of the 
community, regardless of 
age or cultural or financial 

circumstances

Arts and cultural services 
can contribute significantly 

to social cohesion in a 
community

The Cultural Precinct will 
harness the opportunities 
for education through the 

arts

To meet the need for 
a community 
meeting place

Public gathering spaces 
that are provided for 

everyday recreational use 
encourages the 

development of community 
networks that are inclusive 

and equitable

Community meeting spaces 
enhance urban structures 

and liveabili ty of cities

Recreational facilities 
provide a unique and deep 

source of enjoyment 
resulting in increased levels 
of happiness and the abil ity 

to cope with everyday 
pressures of life

To develop greater 
awareness of the 
historical and 

cultural value of the 
Far North

Cairns and the wider Far 
North Queensland region 

have a rich indigenous and 
multi-cultural heritage that 
may be celebrated in the 

Cultural Precinct

Celebrating the historical 
and cultural value of the 
region will strengthen the 
local image and identity

Arts and cultural events are 
proven to promote 

intercultural understanding, 
cooperation and tolerance.

To support regional 
growth

The Cultural Precinct may 
stimulate tourism - a key 

driver of economic activity 
in the Cairns and wider Far 
North Queensland regions

Increased opportunities for 
training and pathways to 

employment

The Precinct could create 
potential to stimulate 
adjacent development
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Step 3:   Undertake a preliminary evaluation of the options 

Preliminary evaluation of the options is to be undertaken to provide sufficient information to key 

stakeholders to enable them to make an informed decision as to whether to proceed with a particular 

project option and develop a business case accordingly.12 

The priority of the potential project should be determined according to its contribution towards the 

achievement of government imperatives, as identified in step one. If it is determined that the project is a 

priority, the next issue to address is affordability. In light of budgetary constraints, not all projects can be 

funded and it is necessary to ensure that the key costs and benefits of all options are appropriately 

assessed.  

The results of economic and financial analyses are fundamental to the determination of a project’s priority 

and affordability. The financial and economic appraisals have two distinct (but related) purposes:  

• Financial appraisal – A financial appraisal is used to determine the commercial viability of project 

options, specifically whether the options generate an acceptable financial return. It is performed from 

the project developer’s perspective and hence considers only cash flows that impact upon the project 

developer (in this case Council). Where project revenues are insufficient to cover costs, the financial 

appraisal can be used to identify a least cost option. Financial appraisal allows for the identification of 

additional minimum project funding requirements. 

• Economic appraisal – An economic appraisal is used to assess effects of the project options on the 

community and regional and State economies. It is performed from a broader perspective than a 

financial evaluation as it is designed to capture the benefits and costs to the wider region or economy, 

rather than only those of the project developer. While the economic appraisal does not explicitly 

consider the commercial viability of the project, it can provide additional justification for the funding of 

project options which are shown to generate significant economic, social, cultural or environmental 

benefits for the community.     

Under the PAF, the financial and economic appraisal should demonstrate a clear need for the project, 

showing that the preferred project option represents value for money (and public funding is therefore 

justified), and will generate benefits for the community which exceed existing arrangements without the 

project taking place. In particular, decisions about whether or not to proceed with project options therefore 

need to be informed by systematic and rigorous analysis of the broader community benefits generated 

from the public funds invested. These broader community benefits may be economic, social, 

environmental or even cultural.  

It is important to note that the PAF identifies that cultural projects “seek to promote Queensland and 

should not be assessed by using possible economic and employment benefits. Rather, it may be better to 

rank options by their ability to deliver specific outcomes and assess them against the performance criteria 

for promotional success rather than economic impact”. This reiterates the importance of linking the 

findings of the financial and economic appraisals back to Step 1. 

More detail regarding the economic and financial appraisal frameworks developed by PwC for this 

analysis is provided below. 

                                                                            

12
 The purpose of the business case development is to undertake a more detailed assessment of the small number of potentially viable options 

identified during the preliminary evaluation stage to inform the decision of whether to invest in the proposed project. This is outside the scope of 

work for this assessment. 
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While the PAF requires, for example, risk identification and market sounding, PwC’s analysis is largely 

restricted to the financial and economic appraisals. While some consideration is given to critical risks 

already identified by Savills, this is largely in relation to sensitivity testing of scenario outcomes in the 

financial and economic appraisals. Delivery options are not assessed in detail in this report. 

Step 4:  Summarise the results of the preliminary evaluation 

Following financial and economic appraisal of the project options, the results are summarised and the 

options are ranked in terms of cost, risk and, most importantly, their ability to meet the outcome sought.  

It is intended that Savills will use the findings from PwC’s economic and financial appraisals, together with 

additional analysis that they will undertake in the Preliminary Evaluation stage, to develop a shortlist of the 

options. The shortlisted options will be subject to more detailed analysis during the next stage in the PAF 

(“Business Case Development”). 

3.2     Appraisal methodologies 

This section describes the specific methodologies applied for the financial and economic appraisals.  

3.2.1   Overarching appraisal framework 

Given the tight engagement timeframes, the methodologies utilised for this appraisal focuses on those 

areas of the assessment where greater insight and analysis is necessary to ensure the appraisals respond 

specifically to the information requirements of key stakeholders. That is, where the information is likely to 

sufficiently address the key government objectives and outcomes sought.  

A cost/benefits analysis is a decision-making tool which seeks to measure the economic cost and benefits 

(including social and environmental) of different project options, and determine which option would result 

in the greatest net benefit to society. Similarly, the financial appraisal determines whether project 

revenues will be sufficient to cover costs, and identify a least cost/net cost solution.  

Ideally, both the financial and economic (cost-benefit) appraisal would identify all associated costs and 

revenue/benefits in monetary terms. These future cashflows would then be discounted to present values, 

the sum of which forms the net present value (NPV) or net present economic value (NPEV). In practice, it 

is difficult to monetise all of the costs and benefits associated with a project option as part of the economic 

appraisal (i.e. where they do not exist in markets).  

In the case of the Entertainment Precinct, there are a number of social (e.g. education and training, quality 

of life) and environmental costs and benefits which could not be monetised. Instead, these impacts have 

been described in quantitative (i.e. the magnitude of the impact has been determined) and qualitative 

terms. In evaluating options, it is crucial and the results of the discounted cash flow analysis and 

quantitative/qualitative assessment are considered in parallel.  

Figure 3.4 details where discounted cash flow analysis, quantitative analysis and qualitative assessment 

has been applied in financial and economic appraisal. The appraisal methodologies are discussed in more 

detail in subsequent sections.  
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Figure 3.4:  Overarching appraisal framework 

 

3.2.2   Financial appraisal methodology 

Methodology 

The primary objective of the financial appraisal is to determine the net financial impact of the 

Entertainment Precinct on Council under various development options, in addition to the base case option.   

The assessment addresses key criteria for public funding of facilities and is consistent with both the PAF 

guidance for conducting cost benefit assessments, and industry best practice.  The analysis has been 

performed from the perspective of Council’s role as project developer and operator, and hence only 

considers cash flows that: 

• have a direct impact upon Council; and 

• are directly attributable to either the development of the Entertainment Precinct, or the operation 

and disposal of the Civic Theatre. 

The key output from the financial appraisal is a discounted cash flow (‘DCF’) analysis, providing a 

measure of the net cash flow to Council, discounted to present terms at a rate commensurate with the risk 

of the project. The NPV of each option is used to compare their relative affordability. Whilst corresponding 

internal rate of return (‘IRR’) and payback period calculations are common for projects of this nature, the 

overall negative financial impact over the life of the development deemed it unnecessary to incorporate 

into the reported results. 
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Secondary outputs produced by the financial appraisal to further inform the analysis include: 

• incremental NPV and free cash flows between each option and the base case; 

• free cash flow profiles for each option (by facility); 

• capital expenditure (‘capex’) profiles for each option (by facility); and 

• revenue, operating expenditure (‘opex’) and EBITDA profiles for each option (by facility). 

For the purposes of this analysis all inputs and outputs are calculated in nominal terms.  The majority of 

model inputs were provided as at 30 June 2011; where required, these figures have been escalated using 

forecast escalation rates. In calculating a project valuation, all present value outputs have been 

discounted to 1 July 2011.  The model has the ability to produce either real or nominal outputs, however, it 

requires that escalation and discount rate inputs be converted accordingly. 

The model was designed to accommodate a degree of flexibility around the majority of project 

assumptions. This allowed for scenarios to be created around each of the development options, and 

determine whether the project presents an acceptable level of financial risk when key external factors are 

sensitised.  The project options and scenarios considered as part of the financial appraisal are described 

in Section 4 of this report. 

A number of the Master plan cost categories are directly attributable to individual facilities.  The remaining 

capital expenditure cost has been allocated between facilities based on the proportion of total floor space.  

The model allocates capex spend through time by applying an “s-curve” (also known as a “logistic 

function”) between each facility’s construction start and end dates. 

In a similar manner to the treatment of capex, all operating revenues and expenses (including renewals 

expenditure) have been allocated to a facility, providing an insight into the cash requirements of each 

facility under a number of options and scenarios.  Where revenues were earned or expenses were 

incurred by the Precinct as a whole, these amounts were allocated to facilities according to their 

proportion of the total projected floor space. 

The model evaluates the Entertainment Precinct project over a forecast period of 30 years from 1 July 

2012 to 30 June 2041 (on an annual period basis).  Given the uncertainty inherent in forecasting over long 

periods of time, the model adopts a terminal valuation approach to valuing the Precinct’s future cash flows 

post-2041. 

An overview of the financial assumptions employed in the analyses are provided at Appendix B of this 

report. Separate to this report, a Databook has been created for issue to Council as a deliverable. 
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3.2.3   Economic appraisal methodology 

Typically, the identification of costs and revenues required as part of a financial appraisal are ‘tangible’ 

and can be obtained from planning and engineering estimates, and operations managers. In contrast, the 

economic appraisal considers a far broader range of costs and benefits relating to social, cultural, 

economic and environmental factors, many of which are ‘intangible’ and do not have a market price. 

Where there is no market price for a good, economists have developed a range of techniques to 

understand economic value. “Stated preference” methods and “revealed preference” methods are two 

ways in which value can be captured for use in a cost-benefit analysis. Unfortunately, the project timelines 

have not allowed for the extensive application of these non-market evaluation methods. As such, we have 

prepared a qualitative and, to some extent, quantitative appraisal framework which provides a 

comprehensive description of significant costs and benefits. In particular, the methodology incorporates 

‘benefits transfer’ methods by drawing on the findings of other investigations.  

It is important to note that, given the tight engagement timeframes, the costs and benefits identified for this 

assessment are considered to be the key considerations to adequately assess the options in light of the 

key government objectives and outcomes sought. They should not be considered an exhaustive list of all 

costs and benefits that may accrue under the different options. 

Scope of the appraisal  

Assessing the economic effects of developing an entertainment precinct requires consideration of two 

distinct components of the project – the construction phase and the operational phase. 

While the construction phase of the project will create economic activity, the true economic costs or 

benefits of an infrastructure project like the Entertainment Precinct relates to the effects generated once 

the project is operational. For example, the true long run economic benefit of building a bridge across the 

Brisbane River is not the economic activity generated during construction but rather the productivity gains 

it induces once it is operational (for example, decreased travel time). The same bridge could be built in 

Central Queensland and, while it might produce a similar level of economic activity in its construction 

phase, the benefits realised once it is operational would be far less. 

It follows then that the rationale for building the Entertainment Precinct should not be based solely on the 

economic activity generated by construction but rather the benefits it produces once it is operational. 

Significant focus has been allocated to this in the economic appraisal. 

Spatial reference area 

Before economic effects can be appropriately identified, the spatial reference area of the analysis needs to 

be specified. In this economic appraisal, the costs and benefits assessed are those that fall within: 

• The Entertainment Precinct itself and the wider Cairns region;  

• The Far North Statistical Division; and 

• Queensland as a whole.  
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While some qualitative discussion of the wider national benefits is provided, the impact to Australia as a 

whole has largely been excluded from the analysis.13 

Key costs and benefits and the assessment methodology14 

The key economic costs and benefits that have been identified in this economic appraisal are best 

categorised as costs and benefits relating to: 

• Direct and indirect expenditures; 

• Labour;15 

• Education and skills training; 

• Social cohesion and quality of life; and 

• Environment 

These costs and benefits are expected to impact various identifiable parties, from the directly affected 

industries (for example, the arts and culture industry) to interrelated industries, the local and regional 

communities and the State as a whole. This is illustrated in Figure 3.5. The key costs and benefits, as 

classified under these categories, are listed in Table 3.1 below, together with a brief outline of the 

approach taken when assessing the significance of each cost and benefit in the appraisal framework. 

Figure 3.5:  Sectors affected by the Entertainment Precinct  

 

                                                                            

13 While the Cultural Precinct will provide, for example, an increased sense of cultural identity for the whole of Australia, it is anticipated that a 

relatively small infrastructure project like the Entertainment Precinct will have limited economic flow-on benefits for Australia as a whole. 

14 PwC has received guidance from Queensland Treasury around the most appropriate methodology for the economic appraisal component of the 

Preliminary Evaluation. The methodology presented in this report is, therefore, acceptable for Queensland Treasury’s purposes. 

15 While capital, as another factor of production, has been considered in the quantitative CBA framework (see discussion below), qualitative analysis of 

the indirect impact on capital markets under each of the project options has been excluded from this analysis. Land has not been considered in the 

economic appraisal (see discussion below). 
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The latter three components of the appraisal are largely subject to qualitative assessment of the costs and 

benefits which may arise under the various project options. From background research, it is clear that it is 

not possible to monetise these costs and benefits in the project timeframes. Instead, a "benefits transfer" 

approach has been utilised. That is, assessments for similar projects are drawn upon where non-market 

valuation techniques (e.g. "willingness to pay" metrics) have been utilised and supplementary qualitative 

analysis is provided. 

In relation to the first two components of the appraisal, that is, the effect on labour and the effect on direct 

and indirect expenditures, we have developed a conservative approach to quantify these effects. The 

approach is best described as a quantification of the direct impacts to key industries with supplementary 

qualitative analysis of the flow-on costs and benefits. 

For the direct impacts, estimates are provided for: 

• the expenditure required to fund construction; 

• the expenditure at the facilities when they are operational; 

• estimates of direct employment during the construction of the facility; and 

• estimates of direct employment at the facility during operation. 

These estimates are driven by the analysis undertaken in the financial appraisal. 

ABS data and data developed by the Centre of Policy Studies at Monash University are also utilised to 

assess the level of value added and level of employment that is directly associated with certain levels of 

expenditure in the industries relevant for this appraisal. This analysis sheds light on key inter-industry 

linkages and the significance of the affected industries in the context of the regional and state economies. 

A qualitative assessment of the potential flow-on costs and benefits is also provided. This involves 

analysis of, for example: 

• the significance of the cultural and arts industries in the context of the regional and state 

economies; 

• the significance of the Far North region, relative to the State economy; and 

• key economic theory considerations relevant to the assessment.16 

Bringing the costs and benefits together – the CBA framework 

Where possible, the economic costs and benefits identified above have been built into the Cost Benefit 

Analysis Framework (as outlined in the PAF17), to provide a summary of the quantified costs and benefits. 

Figure 3.6 lists the quantifiable components of the CBA. These costs and benefits are summarised using 

two key CBA metrics: 

                                                                            

16 For example, direct employment or economic activity generated by the project (both in the construction and operational phase) may be offset as a 

result of resources being simply redirected from other projects in other parts of the region and/or the state (depending on the capacity of the 

economy at any one point in time). 

17 Project Assurance Framework: Cost Benefit Analysis, page 28. 
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• Benefit-Cost Ratio (BCR) – The Benefit Cost ratio is calculated by dividing the present value of 

estimated benefits with the present value of estimated costs. A ratio of more than one would indicate 

that the Project Option is viable. Generally, a project with a higher benefit-cost ratio is preferred. 

• Net Present Economic Value (NPEV) -  The economic values of costs and benefits for each project 

option are forecast over the life of the project, costs are subtracted from benefits, and the sum of the 

resulting net benefits are discounted to give net present economic value (the NPEV) of the project. 

The NPEV allows project options to be compared on the same basis and hence, allows for the 

determination of the greatest net benefit to the community or the most economic use of resources. 

Project options may be ranked based on the NPEV, where the Option with the highest NPEV is 

preferred. 

Figure 3.5:  Costs and benefits quantified in the CBA framework to calculate the Net Present Economic Value (NPEV) 

and Benefit Cost Ratio (BCR) for each Option 

 
NOTE: “Grants and subsidies” are not included as a benefit in the CBA framework as these are more appropriately considered to be 

“transfers”. 

 

The key costs to production, capital and labour, are quantified and incorporated into the CBA and have 

both been accounted for at their opportunity cost.18 The opportunity cost of land has not been incorporated 

in the CBA framework. This is largely due to the difficulty in determining appropriate alternative uses for 

the Cairns Entertainment Precinct site, particularly in light of heritage listing limitations, site contamination 

and “limited height” considerations under local planning controls, which would impact on its market value. 

Nevertheless, we do not believe that it is fundamental, at least for the Preliminary Evaluation, that the 

opportunity cost of land be quantified and included in the CBA – the opportunity cost of land would not 

differ between the Options and hence would not affect the ranking of the Options under the CBA. 

The benefits that are quantified in the CBA framework are limited and do not reflect all benefits that would 

accrue to the Precinct, particularly in the operational phase. That is, the CBA does not include a 

monetised value for key non-market benefits such as increased social cohesion and quality of life; arts 

and cultural heritage appreciation; education and training benefits; and health benefits, due the difficulty of 

                                                                            

18 The “medium” discount rate used for the financial analysis has also been used for the cost benefit analysis. The discount rate represents the 

opportunity cost of capital. The cost of labour in the operational phase is included in the line item “employee expenses”, while the cost of labour in 

the construction phase is implied in the cost of building the Precinct. The cost of labour is determined at the market price of labour and, as such, is 

also accounted for at its opportunity cost.  
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reliably estimating the monetary value of these effects. As these benefits have not been quantified in the 

appraisal, it is not possible to quantify the efficiency gain/consumer surplus that would result from these 

benefits for use in the CBA framework. Detailed qualitative assessment has, nevertheless, been provided 

in this regard and this analysis must be considered alongside the quantified impacts in the CBA. 

This approach is consistent with that outlined in the PAF which states cultural projects “seek to promote 

Queensland and should not be assessed by using possible economic and employment benefits. Rather, it 

may be better to rank options by their ability to deliver specific outcomes and assess them against the 

performance criteria for promotional success rather than economic impact”. Hence, the broader 

community benefits and non-market impacts which may accrue to a cultural project are fundamental in an 

appraisal under the PAF, regardless of whether they are quantifiable.  

The NPEV and BCR metrics derived for each option should not be assessed in isolation, but 

rather, should be read in parallel with the qualitative assessment of key indirect and non-market 

benefits that cannot be appropriately quantified in a CBA of a cultural project like the Cairns 

Entertainment Precinct. 
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Table 3.1:  Key costs and benefits of the Entertainment precinct and how they will be distributed across Queensland 

 
Benefits 

 

 
Costs 

 

 

  Industry Community 

Approach for assessment 

  Cultural industry Other Local Region State 

Labour 

  

Increase in labour 

that is directly 

related to 

construction and  

the operation of the 

Precinct 

  

Utilising employment data provided by 

client and data from ABS and CoPS 

that is related to key industries to 

assess the labour effects that may 

arise under each of the Project 

Options. 

  

Labour drawn from 

other areas of the 

community to assist 

with the build and 

operation of the 

Precinct 

Labour drawn from 

other areas of the 

region to assist with 

the build and 

operation of the 

Precinct 

Labour drawn from 

other areas of the 

State to assist with 

the build and 

operation of the 

Precinct 

Utilising employment data provided by 

client and data from ABS and CoPS 

that is related to key industries to 

assess the labour effects that may 

arise under each of the Project 

Options. 

 

 

Direct and indirect 

expenditures 

 

 

Revenues received 

in the Precinct 

facilities  

Revenues received 

in the Precinct 

facilities 

Flow on spend in 

the local area from 

an increase in 

revenue in the 

Precinct facilities 

Flow on spend in 

the region from 

increase in revenue 

in the Precinct 

facilities 

 

Utilising employment data provided by 

client and I-O data related to, for 

example, arts and construction 

industry 

Educational opportunities Increased 

opportunities for 

Increased training 

opportunities for 

Increased 

opportunities for the 

Increased 

opportunities for the 

Increased 

opportunities for the 

Drawing upon assessments for similar 

projects where non-market valuation 
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  Industry Community 

Approach for assessment 

  Cultural industry Other Local Region State 

artists with regard 

to exposure and 

development of 

skills 

persons in, for 

example, retail and 

customer service 

industries 

community to learn 

about arts and 

culture  

community to learn 

about arts and 

culture  

community to learn 

about arts and 

culture  

techniques (eg. "willingness to pay" 

metrics) have been utilised and 

supplementary qualitative analysis is 

provided. 

 
Crowding out of 

local art exhibitions 

and performances 

 

Increased 

interactive learning 

environments 

  

 

 

 

 

 

Social 

impacts and 

quality of life 

Social 

cohesion 

Increased 

opportunities for 

establishing 

relationships with 

others in the arts 

and cultural 

industry  

Increased 

opportunities for 

the development of 

new community 

networks 

Increased 

opportunities for 

intergenerational 

and intercultural 

contact 

Increased 

opportunities for 

intergenerational 

and intercultural 

contact 

 

Drawing upon assessments for similar 

projects where non-market valuation 

techniques (eg. "willingness to pay" 

metrics) have been utilised and 

supplementary qualitative analysis is 

provided. 

Local image 

and identity 

Increased sense of 

belonging and 

involvement in the 

community 

 

Increased pride in 

local traditions and 

culture 

Increased pride in 

local traditions and 

culture 

Increased pride in 

local traditions and 

culture 

Appreciation 

of the arts 

and cultural 

heritage 

  

Increased 

awareness and 

appreciation of the 

arts 

Increased 

awareness and 

appreciation of the 

arts 

Increased 

awareness and 

appreciation of the 

arts 

 

 

 

 

Increased 

awareness and 

appreciation of 

Increased 

awareness and 

appreciation of 

Increased 

awareness and 

appreciation of 
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  Industry Community 

Approach for assessment 

  Cultural industry Other Local Region State 

 cultural heritage cultural heritage cultural heritage 

Health and 

well-being 

Increased quality of 

life for artists 

 

    

 

 

Environmental 

 

 

 

Site 

enhancement 
  

Enhanced amenity 

of the site and 

neighbouring sites, 

and greater 

management of 

potential 

environmental 

issues 

  
Qualitative assessment utilising 

existing information, 

 
Urban 

enhancement 
  

Enhanced urban 

amenity including 

additional 

greenspace, public 

transport and 

connection with the 

CBD    

  
Qualitative assessment utilising 

existing information, 

 
Sustainable 

design 
  

Minimise 

environmental 

effects during 

construction and 

operational phases   

Minimise 

environmental 

effects during 

construction and 

operational 

 
Qualitative assessment utilising 

existing information, 
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  Industry Community 

Approach for assessment 

  Cultural industry Other Local Region State 

 
Sustainable 

development 
  

Integration of 

sustainable design 

values, protection 

and enhancement 

of natural 

landscape, heritage 

values and scenic 

amenity 

  
Qualitative assessment utilising 

existing information, 
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4  

Options and scenarios 
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4.1      Project options 

Council has undertaken an extensive process to identify appropriate masterplan and design options for 

the Entertainment Precinct site. These are described briefly below, followed by a description of the project 

options considered for the financial and economic appraisal.    

4.2.1    Preliminary masterplan and concept designs 

Council prepared a preliminary client brief, including supporting planning briefs for theatre design, 

acoustics, exhibition space and museum. This brief was the basis for the development of two masterplan 

designs and subsequently a number of concept designs. These designs were subsequently provided for 

stakeholder and community comment, to identify preferred options. 

Each of the design options are described below.  

Table 4.1:  Masterplan and concept design options developed for the Cairns Entertainment Precinct 

Design Description Included for 

appraisal? 

Site Masterplan 

Masterplan 1 - Single Level Plaza  This option creates the major public space (plaza) and 

circulation at near-ground level (RL 3.35), with the 

theatres and their foyers also at this level. The plan 

provides a mezzanine level for access to the upper 

seats of the main theatre with a small external plaza. 

No 

Masterplan 2 - Dual Level Plaza This option raises the main plaza up some 5.3 metres 

higher than in Option 1 to RL 8.65. The aim of the 

strategy is to improve the flood and storm surge 

resilience of the theatres and their support facilities, and 

to provide the public with elevated views over the port 

service road and wharf to Trinity Inlet. The strategy 

results in a part lower (street) level plaza and foyer, part 

elevated plaza and foyer, and a further mezzanine level 

and foyer. 

Yes 

Architectural  ‘concept development’ design 

Concept  1 - ‘Architectural Rainforest’ This concept is based upon the notion of creating a 

dramatic roof canopy that focuses architectural 

attention on the central public space rather than on the 

mass of the theatre complex. The canopy is considered 

integral to the architectural vision, however more 

importantly, the canopy is key to the success of the 

precinct in its response to the tropical climate of Cairns. 

Yes 

Concept  2 - ‘Layered Roof-scape’ The ‘Layered Roof-scape’ concept responds to a 

repeatedly raised issue in the community consultation 

workshops: the scale and dominance of the fly-tower to 

the Main Theatre. The architectural idea of this concept 

is to create a series of ‘ribs’ across the precinct which 

undulate through the length of the precinct to disguise 

the scale of the fly-tower. 

No 
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4.2.1    Options subject to appraisal 

As a result of the iterative master-planning and concept development processes, Council identify six 

project options which would be subject to preliminary financial and economic appraisal.  

Option 1 represents the base case or the existing Civic Theatre. Options 2 to 7 are based on the 

‘Masterplan 1 – Dual Level Plaza’ and Concept 1 – “Architectural Rainforest’. The options vary according 

to their development timeframe, specifically the staged construction of various facilities.  

Table 4.2:  Project options for the Cairns Entertainment Precinct 

Project options Description 

Option 1 - Base Case (Civic Theatre) The ongoing operation of the existing Cairns Theatre on the current 

site within the current management and operational structure for a 

period of 30 years. The base case does not involve any 

development, upgrade or refurbishment to the existing theatre.  

Option 2 - Concept  1 (All Works) • All works described in Concept Option 1 “Architectural 

Rainforest” 

• No Staging 

Option 3 - Concept  1 (2 Stages) • Stage 1 - Carpark, Performing Arts Centre, Public Domain, 

Restaurant, White’s Shed (including retail) 

• Stage 2 – Museum 

Option 4 - Concept  1 (3 Stages) • Stage 1 - Carpark, PAV (Ex. Performance Space 2 & 

Rehearsal room), Public Domain, and White’s Shed (including 

retail). 

• Stage 2 - Performance space 2 (Base build and fit-out), 

Rehearsal (Base build and fitout), Restaurant 

• Stage 3 – Museum 

Option 5 - Concept  1 (Rationalised - 2 Stages) • Stage 1 -Carpark (including turf/landscape to roof of carpark 

and PAV location), Whites shed, Museum, Public Domain 

(lower plaza only) 

• Stage 2 - PAV + upper plaza + restaurant 

Option 6 - Concept  1 (Rationalised - 3 Stages) • Stage 1 - Carpark, Whites shed, turf/landscape to future 

museum space, Public Domain, Performance Space 1 

• Stage 2 - Performance space 2 (Base build and fit-out), 

Rehearsal (Base build and fit-out), Restaurant 

• Stage 3 – Museum 

Option 6a - Concept  1 (Rationalised - 3 

Stages with additional delay) 

• Stage 1 - Carpark, Whites shed, turf/landscape to future 

museum space, Public Domain, Performance Space 1 

• Stage 2 – Museum 

• Stage 3 - Performance space 2 (Base build and fit-out), 

Rehearsal (Base build and fit-out), Restaurant 

Option 7 - Concept  1 (Rationalised - 1 Stage) • Stage 1 - Carpark, Whites shed, turf/landscape to future 

museum space, Public Domain, Performance Space 1 

• Stage 2 - Nil 

• Stage 3 – Nil 
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4.2     Modelling scenarios (sensitivity analysis) 

Sensitivity testing was undertaken to determine the impact of changes in key parameters on the results of 

the discounted cash flow analysis. These parameters are detailed below.  

For the preliminary assessment, a number of parameters have been selected for testing under a number 

of scenarios. In practice, it is possible that more than one parameter would vary at any one, with combined 

impacts of the results. It is recommended that more detailed scenarios be constructed for the subsequent 

business case.      

Discount rate 

The choice of discount rate is an important determinant of the value of public projects. Notwithstanding, 

there significant disagreement on the appropriate discount rate to use to calculate present value. For the 

purposes of this appraisal, a real discount rate of 7 per cent has been adopted, with sensitivity testing at 4 

per cent and 10 per cent (refer Appendix B).  

The equivalent nominal discount rates are presented in table 4.3 below.  

Table 4.3:  Nominal discount rates 

Scenario Real discount rate Nominal discount 

rate 1 

Low 
2
  3.42% 6.00% 

Medium  7.0% 9.67% 

High 10.0% 12.75% 

1
 Real discount rate converted to nominal using the Fischer formula. A 2.5% inflation rate was adopted which is the mid-point of the Reserves Bank’s 

target inflation range.  
2
 A nominal discount rate of 6.0% was requested by Queensland Treasury.  

Escalation rates 

Escalation rates were applied to a number of revenue/cost items, including: 

• revenues received; 

• renewals maintenance costs; 

• operating costs; and 

• headcount escalation costs (staffing costs). 

The values for each of these parameters were derived from industry sources (refer Appendix B). 

Given the extended timeframe for the analysis, these parameters were varied -1% (low scenario) and +1% 

(high scenario) for sensitivity testing. This reflects that the parameters are more likely to fall within an 

overall ‘range’ over the analysis timeframe, rather than experience significant fluctuations, as may be 

expected over  a shorter timeframe.   

The values applied to the parameters for each of scenarios are presented in the table below.  
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Table 4.4:  Parameters applied for each of scenarios 

Scenario Revenue  Renewal 

maintenance cost 

Operating cost Headcount 

escalation costs 

Low  1.5% 4% 1.5% 3.4% 

Medium  2.5% 5% 2.5% 4.4% 

High 3.5% 6% 3.5% 5.4% 

Visitation rates 

The financial and economic viability of the Entertainment Precinct will be significant affected by visitation. 

For the purposes of the preliminary appraisal, a number of visitation scenarios were constructed, based on 

past and forecast future trends in population and tourism numbers. The input data and calculations used 

to construct each scenario are presented at Appendix B. 

The annual growth in forecast visitation to each facility over the period of the analysis is presented in 

Table 4.5. Visitation was calculated on the basis of current participation in cultural and arts activities (by 

local residents and tourists) with future growth based on population forecasts and potential increases in 

tourism.  

It should be noted that visitation represents unique visits to each facility, and visitation to individual 

facilities cannot be summed to calculate total visitor number to the Entertainment Precinct. It was 

assumed that there would be no significant change in visitation to the Civic Theatre given the limitations of 

the current facility.   

Table 4.5:  Annual growth in forecast visitation to each facility over the projection period 

Scenario Civic 

Theatre 

Performing 

arts 

Museum White’s 

Shed 

Community 

Hub 

Retail/  

commercial 

Low  0% 1.6% 0.7% 0.6% 0.7% 0.6% 

Medium  0% 2.0% 1.7% 1.6% 1.8% 1.7% 

High 0% 3.1% 3.0% 2.9% 3.1% 3.1% 

 

Forecast visitation to each facility under the ‘medium’ scenario is presented in Figure 4.1 below.  
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Figure 4.1:  Forecast visitation to each facility under the ‘medium’ scenario 

 

Staff award rates – Performing Arts Centre 

It is assumed that salary rates paid to staff will be consistent with those covered under either the Live 

Performance Australia Award (LPA), or for roles not covered under this award, then the recently ratified 

GPAC Enterprise Agreement. Should the Performing Arts Centre be managed by Cairns Regional 

Council, then the council award would apply. Council requested that the impacts of each award be 

sensitivity tested.  

The relevant salary rates paid under each award are contained in a separate Databook document. 
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Results and discussion 
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5.1     Financial appraisal results 

5.1.1   Background 

A scenario analysis model (‘CEP Financial Evaluation’) was constructed to determine the least cost option 
for developing the Entertainment Precinct.  The model compares the options against each other, as well 
as against the “base case” (i.e. the financial impact of not developing the Entertainment Precinct, and 
continuing Civic Theatre operations as-is).  A number of sensitivities were applied to each option: 

• discount rates 

• escalation rates 

• visitation rates 

• Performing Arts Centre award rates. 

The primary measure in determining the financial viability of each option was project NPV over a thirty 

year timeframe. NPV calculates the net value of cash inflows and outflows over the forecast period, 

discounting them at a rate representative of the level of project risk.  The NPV calculations incorporate the 

discounted terminal values for the Precinct. 

The results show both the stand-alone (conventional) NPV, as well as the incremental NPV, which is a 

measure of variance between a given option and the Base Case. 

Unless otherwise specified, NPV results will be presented on an incremental basis. 

5.1.2    Scenario Results 

NPV evaluation 

The NPV results are presented below.  The continued operation of the Civic Theatre under the Base Case 

(Option 1) provides an NPV of -$18.47 million, in comparison with the Entertainment Precinct options 

produced. 

Table 5.1: Net present value and incremental net present value for each Option 

Scenario NPV 

($’000s) 

Incremental NPV 

($’000s) 

Option 1 -18,470   -  

Option 2 -70,470  -52,000 

Option 3 -71,116 -52,646 

Option 4 -68,225 -49,755 

Option 5 -73,148 -54,678 

Option 6 -69,004 -50,534 

Option 6A -75,598 -57,128 

Option 7 -59,198 -40,728 
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Figure 5.1: Net present value and incremental net present value for each Option 

 

Key observations: 

• The results demonstrate that under no option, including the Base Case under which the Civic 

Theatre continues operating, is the project self-funding on a purely commercial/financial basis; 

• Option 1 is presented for comparative purposes only for this appraisal, and does not represent a 

viable solution for Council.  Under Option 1, the Civic Theatre continues to operate at a loss of 

approximately $1 million (in FY11), with an additional renewal cost of between $0.1 million and $5.7 

million in each year of operation; 

• Options 2 to 6A all provide similar valuation results; the incremental NPV ranges from -$52 million 

(for Option 2) to -$57.1 million (for Option 6A).  The negative NPV results reflect that the discounting 

of future cash flows is not offsetting the forecast operating losses and renewal costs associated with 

the Precinct.  For Option 2, the renewal cost alone represents -$57.3 million of the NPV 

(approximately 76%); and 

• Option 7 has an improved NPV in comparison with Options 2 to 6A.  This option results in a worse 

operating result, however, the lower renewal cost associated with the smaller development area 

(representing only -$35 million of the NPV) results in a lower overall NPV. 

Free cash flow 

Free cash flow (‘FCF’) represents the actual cash movements to be borne to Council in association with 
the development.  For the purposes of this analysis, terminal values have been excluded from the FCF 
measure (as there is no cash transacted), and cash flows are presented on an incremental and 
discounted basis. 
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Table 5.2: Discounted free cash flow forecast for each Option (in $’000s) – Standalone and incremental 

Discounted FCF - 

Standalone 

FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Option 1 -1,008  -1,976  -2,362  -805  -1,750  -986  -995  -199  

Option 2 -1,091  -1,013  -941  -875   3,047  -2,316  -3,799  -2,097  

Option 3 -1,091  -1,013  -941  -875   2,457  -2,281  -3,799  -2,146  

Option 4 -1,091  -1,013  -941  -875   4,745  -2,189  -3,792  -2,276  

Option 5 -1,091  -1,013  -941  -875   2,439  -2,329  -3,926  -2,217  

Option 6 -1,091  -1,013  -941  -875   4,733  -2,206  -3,842  -2,302  

Option 6a -1,091  -1,013  -941  -1,869   2,442  -2,271  -4,076  -2,229  

Option 7 -1,091  -1,013  -941  -875   4,814  -2,471  -2,848  -1,634  

Discounted FCF - 

Incremental 

FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Option 1  -   -   -   -   -   -   -   -  

Option 2 -83   963   1,421  -70   4,797  -1,330  -2,804  -1,898  

Option 3 -83   963   1,421  -70   4,207  -1,295  -2,804  -1,947  

Option 4 -83   963   1,421  -70   6,495  -1,203  -2,797  -2,077  

Option 5 -83   963   1,421  -70   4,189  -1,343  -2,931  -2,018  

Option 6a -83   963   1,421  -70   6,483  -1,220  -2,847  -2,103  

Option 6 -83   963   1,421  -1,064   4,192  -1,285  -3,081  -2,030  

Option 7 -83   963   1,421  -70   6,564  -1,485  -1,853  -1,435  

Figure 5.2: Incremental, discounted free cash flow forecast for each Option (in $’000s) 

 

Key observations: 

• Option 2 to 6A all follow very similar projected cash flow profiles.  This is reflective of all these 

options’ facilities incurring very similar revenue and operating expense profiles, as well as covering 

a similar sized area (and hence incurring similar renewal costs); and 

• Option 7 has a marginally higher cash flow profile than the options throughout the forecast period.  

This is partly due to the museum – and its associated operating loss – not forming part of the 

Precinct, and partly due to a lower renewal cost. 
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Free cash flows by facility 

Below is a summary of each Option’s discounted FCF on a facility-by-facility basis. 

Table 5.3: Discounted free cash flow forecast for Option 1, by Precinct facility (in $’000s) 

Discounted FCF: 

Option 1 

NPV FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark  -   -   -   -   -   -   -   -   -  

Museum  -   -   -   -   -   -   -   -   -  

Whites Shed  -   -   -   -   -   -   -   -   -  

Community Hub  -   -   -   -   -   -   -   -   -  

PAC  -   -   -   -   -   -   -   -   -  

Public Plaza  -   -   -   -   -   -   -   -   -  

Civic Theatre -18,470  -1,008  -1,976  -2,362  -805  -1,750  -986  -995  -199  

Total -18,470  -1,008  -1,976  -2,362  -805  -1,750  -986  -995  -199  

Table 5.4: Discounted free cash flow forecast for Option 2, by Precinct facility (in $’000s) 

Discounted FCF: 

Option 2 

NPV FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark -5,946   -   -   -   -   92  -62  -450  -252  

Museum  1,443   -   -   -   -   621   381  -249  -166  

Whites Shed -1,133   -   -   -   -   51   13  -96  -54  

Community Hub -1,935   -   -   -   -  -36  -60  -107  -58  

PAC -57,214   -   -   -   -  -2,274  -2,391  -2,533  -1,371  

Public Plaza -6,474   -   -   -   -  -116  -197  -363  -196  

Civic Theatre  789  -1,091  -1,013  -942  -875   4,709   -   -   -  

Total -70,470  -1,091  -1,013  -942  -875   3,047  -2,316  -3,799  -2,097  

Table 5.5: Discounted free cash flow forecast for Option 3, by Precinct facility (in $’000s) 

Discounted FCF: 

Option 3 

NPV FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark -6,089   -   -   -   -   91  -66  -459  -257  

Museum  1,163   -   -   -   -   -   422  -224  -193  

Whites Shed -1,158   -   -   -   -   50   12  -98  -55  

Community Hub -1,801   -   -   -   -   -  -53  -103  -64  

PAC -57,494   -   -   -   -  -2,277  -2,398  -2,550  -1,380  

Public Plaza -6,525   -   -   -   -  -116  -198  -367  -198  

Civic Theatre  789  -1,091  -1,013  -942  -875   4,709   -   -   -  

Total -71,116  -1,091  -1,013  -942  -875   2,457  -2,281  -3,800  -2,147  

Table 5.6: Discounted free cash flow forecast for Option 4, by Precinct facility (in $’000s) 

Discounted FCF: 

Option 4 

NPV FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark -6,203   -   -   -   -   143  -70  -468  -262  

Museum  1,328   -   -   -   -   -   424  -228  -196  

Whites Shed -1,164   -   -   -   -   72   12  -99  -56  

Community Hub -1,993   -   -   -   -  -43  -61  -110  -60  

PAC -54,372   -   -   -   -   -  -2,294  -2,517  -1,503  

Public Plaza -6,609   -   -   -   -  -137  -199  -370  -200  

Civic Theatre  789  -1,091  -1,013  -942  -875   4,709   -   -   -  

Total -68,225  -1,091  -1,013  -942  -875   4,745  -2,189  -3,793  -2,276  
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Table 5.7: Discounted free cash flow forecast for Option 5, by Precinct facility (in $’000s) 

Discounted FCF: 

Option 5 

NPV FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark -7,143   -   -   -   -   81  -93  -523  -292  

Museum  1,126   -   -   -   -   -   425  -229  -197  

Whites Shed -1,195   -   -   -   -   50   11  -100  -56  

Community Hub -1,831   -   -   -   -   -  -54  -105  -65  

PAC -58,272   -   -   -   -  -2,284  -2,417  -2,598  -1,406  

Public Plaza -6,622   -   -   -   -  -117  -201  -373  -201  

Civic Theatre  789  -1,091  -1,013  -942  -875   4,709   -   -   -  

Total -73,148  -1,091  -1,013  -942  -875   2,439  -2,328  -3,927  -2,217  

Table 5.8: Discounted free cash flow forecast for Option 6, by Precinct facility (in $’000s) 

Discounted FCF: 

Option 6 

NPV FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark -6,398   -   -   -   -   142  -75  -480  -268  

Museum  1,294   -   -   -   -   -   427  -233  -200  

Whites Shed -1,199   -   -   -   -   72   11  -101  -57  

Community Hub -2,024   -   -   -   -  -43  -62  -112  -61  

PAC -53,907   -   -   -   -   -  -2,283  -2,488  -1,484  

Public Plaza -7,558   -   -   -   -  -146  -223  -428  -232  

Civic Theatre  789  -1,091  -1,013  -942  -875   4,709   -   -   -  

Total -69,004  -1,091  -1,013  -942  -875   4,734  -2,206  -3,843  -2,302  

Table 5.9: Discounted free cash flow forecast for Option 6A, by Precinct facility (in $’000s) 

Discounted FCF: 

Option 6a 

NPV FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark -7,526   -   -   -  -31   110  -138  -536  -253  

Museum  304   -   -   -   -   -   468  -210  -234  

Whites Shed -1,434   -   -   -   2   64  -4  -113  -52  

Community Hub -1,737   -   -   -   -   -  -48  -103  -74  

PAC -59,589   -   -   -  -965  -2,441  -2,380  -2,727  -1,340  

Public Plaza -6,403   -   -   -   -   -  -168  -387  -277  

Civic Theatre  789  -1,091  -1,013  -942  -875   4,709   -   -   -  

Total -75,598  -1,091  -1,013  -942  -1,869   2,442  -2,271  -4,077  -2,229  

Table 5.10: Discounted free cash flow forecast for Option 7, by Precinct facility (in $’000s) 

Discounted FCF: 

Option 7 

NPV FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark -5,189   -   -   -   -   153  -44  -406  -228  

Museum  -   -   -   -   -   -   -   -   -  

Whites Shed -981   -   -   -   -   74   16  -89  -50  

Community Hub  -   -   -   -   -   -   -   -   -  

PAC -48,829   -   -   -   -   -  -2,284  -2,082  -1,211  

Public Plaza -4,987   -   -   -   -  -122  -159  -271  -146  

Civic Theatre  789  -1,091  -1,013  -942  -875   4,709   -   -   -  

Total -59,198  -1,091  -1,013  -942  -875   4,814  -2,471  -2,849  -1,634  
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Key observations: 

• Although there is a degree of variance between Options 2 to 6A in the early years (due to the 

staging of facility development), by FY21 the forecasts fall within a narrow range of -$2.2 million and 

-$2.3 million;  

• Options 2 to 7 all produce negative cash flows associated with the Civic Theatre until FY16, when it 

is expected to be sold for cash consideration of $8.0 million; and 

• Option 7 produces smaller negative cash flows than the other development options, driven mainly 

by the absence of the museum and a second Performing Arts Centre theatre from the Masterplan. 

Capital expenditure 

Capital expenditure (“Capex”) is comprised of two components of cost: 

• The cost associated with building the masterplanned Precinct; and 

• Additional costs borne by specific facilities in order to ready it for operation. 

• Capex differs from operating expenditure (“opex”) in that it is a cost borne by Council for a benefit to 

be received in future periods.  Whilst the difference in classification does not alter the NPV or FCF 

measures in this analysis, it is useful to consider the total cost of building the infrastructure and 

readying facilities for operation. 

Table 5.11: Capital expenditure forecast for each Option, based on Masterplan estimates (in $’000s) 

Capex by 

Option 

Total FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY 19 FY20 – 

FY 22 

Option 1  -    -    -    -    -    -    -    -    -    -   

Option 2 245,401   42,409  106,967   78,338   16,658   1,029   -    -    -    -   

Option 3 248,259   40,248   90,831   59,520   11,325   44,845   1,491   -    -    -   

Option 4 255,126   40,206   87,939   65,552   20,096   41,332   -    -    -    -   

Option 5 258,194   39,282   93,720   64,924   13,059   45,498   1,710   -    -    -   

Option 6 258,974   41,238   89,844   66,101   19,948   41,844   -    -    -    -   

Option 6a  267,523   38,792   41,256   27,941   25,327   22,005   95,009   10,155   4,509  2,530  

Option 7 154,612   39,608   66,313   38,351   9,318   1,023   -    -    -    -   

Figure 5.3: Capital expenditure forecast for each Option, based on S-Curving of Masterplan estimates (in $’000s) 
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Key observations: 

• Option 2 incurs a higher level of spend than Options 3 to 6 in FY13, due to all development 

occurring in a single stage.  The “s-curve” treatment of capex between FY12 and FY16 gives 

Option 2 a more “peaked” distribution of costs, indicating a greater proportion of funding will be 

required in FY12 to FY14 than under the other options; 

• Options 3 to 6 all involve a staging component, which has the effect of “smoothing” the costs to a 

degree over the development timeframe, whilst slightly increasing the capex requirement; 

• Options 6A’s staging results in a peak in FY17, as the Museum is constructed in a relatively short 

period of time, compared with other facilities; and 

• Option 7 occurs in a single stage, and at a greatly reduced cost to the other options put forward; 

Option 7 is produced at only 63% of the cost required to develop Option 2.  As can be seen in the 

tables below, the majority of the cost saving is due to the museum ($38.2 million) not being built, 

and the scope of the Performing Arts Centre being reduced (by $34.4 million). 

Table 5.12: Capital expenditure forecast for Option 2, by Precinct facility (in $’000s) 

Capex:  

Option 2 

Total FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark  39,918   6,898   17,400   12,743   2,710   167   -    -    -   

Museum  37,708   6,517   16,436   12,037   2,560   158   -    -    -   

Whites Shed  10,020   1,732   4,367   3,199   680   42   -    -    -   

Community Hub  7,480   1,293   3,261   2,388   508   31   -    -    -   

PAC 124,454   21,508   54,248   39,729   8,448   522   -    -    -   

Public Plaza  25,820   4,462   11,255   8,242   1,753   108   -    -    -   

Total 245,401   42,409  106,967   78,338   16,658   1,029   -    -    -   

Table 5.13: Capital expenditure forecast for Option 7, by Precinct facility (in $’000s) 

Capex:  

Option 7 

Total FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark  36,570   11,882   17,589   6,500   600   -    -    -    -   

Museum  -    -    -    -    -    -    -    -    -   

Whites Shed  9,458   3,073   4,549   1,681   155   -    -    -    -   

Community Hub  -    -    -    -    -    -    -    -    -   

PAC  89,855   18,567   35,167   26,842   8,256   1,023   -    -    -   

Public Plaza  18,728   6,085   9,007   3,328   307   -    -    -    -   

Total 154,612   39,608   66,313   38,351   9,318   1,023   -    -    -   

Operating results 

Earnings Before Interest, Tax, Depreciation and Amortisation (‘EBITDA’) is a measure of the Precinct’s 
ability to generate sustainable cash flows from business operations.  This has been calculated as 
revenues generated by the Precinct, less operating expenditures.   
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Table 5.14: EBITDA forecast for each option (in $’000s) 

EBITDA by 

Option 

FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Option 1 -980  -1,005  -1,030  -1,056  -1,082  -1,224  -1,567  -2,006  

Option 2 -980  -1,005  -1,030  -1,056  -2,456  -2,673  -4,430  -7,087  

Option 3 -980  -1,005  -1,030  -1,056  -3,523  -2,663  -4,420  -7,076  

Option 4 -980  -1,005  -1,030  -1,056  -231  -2,656  -4,415  -7,075  

Option 5 -980  -1,005  -1,030  -1,056  -3,523  -2,648  -4,405  -7,062  

Option 6 -980  -1,005  -1,030  -1,056  -231  -2,642  -4,401  -7,061  

Option 6A -980  -1,005  -1,030  -1,929  -3,406  -2,031  -4,358  -7,011  

Option 7 -980  -1,005  -1,030  -1,056  -187  -4,608  -6,636  -9,626  

Note: renewal costs have been excluded from EBITDA. 

 

Figure 5.4: EBITDA forecast for each option (in $’000s) 

 

 

Key observations: 

• Option 1 – the continued operation of the Civic Theatre – provides the best EBITDA results of all 

options which were considered; 

• Options 2 to 6A all follow similar EBITDA profiles.  There are some minor differences between FY16 
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fixed cost base, and the absence of a profit-generating museum facility. 
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EBTIDA by facility – Option 2 

EBITDA by facility for Option 2 has been used as a proxy for Masterplanned Options 2 to 6A, given the 
similarity of results. 

Table 5.15: EBITDA forecast for Option 2, by Precinct facility (in $’000s) 

EBITDA:  

Option 2 

FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark  -   -   -   -   271   402   514   658  

Museum  -   -   -   -   1,100   1,537   1,764   2,070  

Whites Shed  -   -   -   -   111   176   251   353  

Community Hub  -   -   -   -  -34  -52  -71  -95  

PAC  -   -   -   -  -3,248  -4,585  -6,695  -9,825  

Public Plaza  -   -   -   -  -102  -151  -193  -248  

Civic Theatre -980  -1,005  -1,030  -1,056  -556   -   -   -  

Total -980  -1,005  -1,030  -1,056  -2,456  -2,673  -4,430  -7,087  

Figure 5.5: EBITDA forecast for Option 2, by Precinct facility (in $’000s) 

 

Key observations: 

• The Performing Arts Centre is an enormous proportion of the negative EBITDA result throughout 

the forecast period.  That proportion increases over time, indicating operating expenses are growing 

at a faster rate than revenues. 
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Community Hub  -   -   -   -   -   -   -   -  

PAC  -   -   -   -   -  -5,035  -7,208  -10,390  

Public Plaza  -   -   -   -  -134  -151  -193  -248  

Civic Theatre -980  -1,005  -1,030  -1,056  -556   -   -   -  

Total -980  -1,005  -1,030  -1,056  -187  -4,608  -6,636  -9,626  
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Figure 5.6: EBITDA forecast for Option 7, by Precinct facility (in $’000s) 

 

Key observations: 

• Once again, the Performing Arts Centre has by far the largest impact on operating results. 

Operating Expenditure 

Operating expenditure (“Opex”) profiles under each development option are as follows: 

Table 5.17: Operating expenditure forecast for each Option (in $’000s) 

Opex by Option FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Option 1  2,653   2,720   2,788   2,857   2,929   3,314   4,242   5,430  

Option 2  2,653   2,720   2,788   2,857   7,107   8,732   12,039   16,752  

Option 3  2,653   2,720   2,788   2,857   6,939   8,732   12,039   16,752  

Option 4  2,653   2,720   2,788   2,857   1,952   8,730   12,037   16,749  

Option 5  2,653   2,720   2,788   2,857   6,939   8,732   12,039   16,752  

Option 6  2,653   2,720   2,788   2,857   1,952   8,730   12,037   16,749  

Option 6A  2,653   2,720   2,788   4,050   6,545   6,319   12,041   16,755  

Option 7  2,653   2,720   2,788   2,857   1,879   8,173   11,292   15,735  

Figure 5.7: Operating expenditure forecast for each Option (in $’000s) 
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Key observations: 

• As can be expected, Option 1 provides the lowest forecast cost base of the options considered. 

• Options 2 to 6A provide almost-identical opex profiles, reflecting that these options will all operate in 

the same manner. 

• Option 7 has an opex profile slightly below other Entertainment Precinct options. Again, this is as 

expected given Precinct’s reduced scope under this scenario (i.e. a smaller Performing Arts 

Centre). 

Opex by facility – Option 2 

Table 5.18: Operating expenditure forecast for Option 2, by Precinct facility (in $’000s) 

Opex:  

Option 2 

FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark  -    -    -    -    88   131   167   214  

Museum  -    -    -    -    113   162   194   238  

Whites Shed  -    -    -    -    95   139   172   215  

Community Hub  -    -    -    -    55   80   99   124  

PAC  -    -    -    -    5,149   8,069   11,213   15,713  

Public Plaza  -    -    -    -    102   151   193   248  

Civic Theatre  2,653   2,720   2,788   2,857   1,505   -    -    -   

Total  2,653   2,720   2,788   2,857   7,107   8,732   12,039   16,752  

Opex by facility – Option 7 

Table 5.19: Operating expenditure forecast for Option 7, by Precinct facility (in $’000s) 

Opex:  

Option 7 

FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark  -    -    -    -    116   131   167   214  

Museum  -    -    -    -    -    -    -    -   

Whites Shed  -    -    -    -    125   139   172   215  

Community Hub  -    -    -    -    -    -    -    -   

PAC  -    -    -    -    -    7,753   10,759   15,058  

Public Plaza  -    -    -    -    134   151   193   248  

Civic Theatre  2,653   2,720   2,788   2,857   1,505   -    -    -   

Total  2,653   2,720   2,788   2,857   1,879   8,173   11,292   15,735  
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Revenue 

Revenue profiles under each development option are as follows: 

Table 5.20: Revenue forecast for each Option (in $’000s) 

Revenue by 

Option 

FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Option 1  1,673   1,715   1,758   1,802   1,847   2,089   2,675   3,424  

Option 2  1,673   1,715   1,758   1,802   4,651   6,058   7,609   9,665  

Option 3  1,673   1,715   1,758   1,802   3,416   6,069   7,619   9,675  

Option 4  1,673   1,715   1,758   1,802   1,721   6,074   7,622   9,674  

Option 5  1,673   1,715   1,758   1,802   3,416   6,083   7,634   9,690  

Option 6  1,673   1,715   1,758   1,802   1,721   6,088   7,636   9,688  

Option 6A  1,673   1,715   1,758   2,121   3,139   4,287   7,684   9,744  

Option 7  1,673   1,715   1,758   1,802   1,693   3,565   4,656   6,109  

Figure 5.8: Revenue forecast for each Option (in $’000s) 

 

Key observations: 

• The findings are the same as under the EBITDA and opex analysis; 

• Option 1 provides the lowest forecast revenues of the options considered; 
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Revenue by facility – Option 2 

Table 5.21: Revenue forecast for Option 2, by Precinct facility (in $’000s) 

Revenue:  

Option 2 

FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark  -    -    -    -    359   533   682   873  

Museum  -    -    -    -    1,214   1,699   1,959   2,308  

Whites Shed  -    -    -    -    207   315   423   568  

Community Hub  -    -    -    -    21   28   28   28  

PAC  -    -    -    -    1,901   3,484   4,518   5,888  

Public Plaza  -    -    -    -    -    -    -    -   

Civic Theatre  1,673   1,715   1,758   1,802   949   -    -    -   

Total  1,673   1,715   1,758   1,802   4,651   6,058   7,609   9,665  

 

Revenue by facility – Option 7 

Table 5.22: Revenue forecast for Option 7, by Precinct facility (in $’000s) 

Revenue:  

Option 7 

FY12 FY13 FY14 FY15 FY16 FY21 FY31 FY41 

Basement Carpark  -    -    -    -    472   533   682   873  

Museum  -    -    -    -    -    -    -    -   

Whites Shed  -    -    -    -    271   315   423   568  

Community Hub  -    -    -    -    -    -    -    -   

PAC  -    -    -    -    -    2,718   3,552   4,668  

Public Plaza  -    -    -    -    -    -    -    -   

Civic Theatre  1,673   1,715   1,758   1,802   949   -    -    -   

Total  1,673   1,715   1,758   1,802   1,693   3,565   4,656   6,109  

 

5.1.3    Sensitivity analysis 

Discount rates 

Our financial evaluation was undertaken using a nominal discount rate of 9.67%, representing a real 

discount rate of 7.00% in an environment of 2.50% inflation.  To determine the size of impact the discount 

rate has on the project valuation, we sensitised the NPV using the following rates: 

• Low: 6.00%, as requested by Queensland Treasury (real discount rate of 3.415%) 

• Medium: 9.67% (real discount rate of 7.00%) 

• High: 12.75% (real discount rate of 10.00%) 

 

The results are as follows: 
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Table 5.23: Net present value and incremental net present value results under sensitised Discount Rates, by Option 

(in $’000s) 

Option Sensitivity Case NPV 

($’000s) 

Incremental NPV 

($’000s) 

Option 1 
Low -28,419  -9,949  

Medium -18,470   -  

High -13,765   4,705  

Option 2 

Low -144,220  -125,750  

Medium -70,470  -52,000  

High -39,955  -21,485  

Option 3 
Low -145,231  -126,761  

Medium -71,116  -52,646  

High -40,461  -21,991  

Option 4 
Low -142,421  -123,951  

Medium -68,225  -49,755  

High -37,881  -19,411  

Option 5 

Low -149,564  -131,094  

Medium -73,148  -54,678  

High -41,555  -23,085  

Option 6 
Low -144,084  -125,614  

Medium -69,004  -50,534  

High -38,299  -19,829  

Option 6A 

Low -151,652  -133,182  

Medium -75,598  -57,128  

High -43,642  -25,172  

Option 7 
Low -118,634  -100,164  

Medium -59,198  -40,728  

High -34,306  -15,836  

The results are as expected.  The large variance in the discount rates used produced proportionally large 
changes in NPV and incremental NPV. Under the low case, the continuous negative cash flows generated 
under all eight scenarios had the effect of decreasing the NPV by an average of 92% across Options 2 to 
7. 

The higher discount rate increased the NPV by an average 37% across the development options, 
although in no instance did the NPV become positive. 

Escalation rates 

Given financial forecasts’ inherent reliance on growth rate assumptions, we sensitised our escalation rates 

under the following scenarios: 

• Medium: revenue & opex growth rates of 2.50%, headcount-related opex growth rate of 4.40% and 

renewal capex growth rate of 5.00% 

• Low: reduced all escalation rates by 1.00% 

• High: increased all escalation rates by 1.00%. 
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Table 5.24: Net present value and incremental net present value results under sensitised Escalation Rates, by Option 

(in $’000s) 

Option Sensitivity Case NPV 

($’000s) 

Incremental NPV 

($’000s) 

Option 1 
Low -16,811   1,659  

Medium -18,470   -  

High -20,391  -1,921  

Option 2 

Low -56,941  -38,471  

Medium -70,470  -52,000  

High -86,691  -68,221  

Option 3 
Low -57,547  -39,077  

Medium -71,116  -52,646  

High -87,395  -68,925  

Option 4 
Low -54,672  -36,202  

Medium -68,225  -49,755  

High -84,529  -66,059  

Option 5 

Low -59,193  -40,723  

Medium -73,148  -54,678  

High -89,897  -71,427  

Option 6 
Low -55,298  -36,828  

Medium -69,004  -50,534  

High -85,494  -67,023  

Option 6A 

Low -61,307  -42,837  

Medium -75,598  -57,128  

High -92,750  -74,280  

Option 7 
Low -49,161  -30,691  

Medium -59,198  -40,728  

High -71,208  -52,738  

The impact across Options 2 to 7 was very similar; the Low Case had an average positive impact of 
approximately 17% and the High Case had an average negative impact of approximately 20% on NPV.  
Option 1’s NPV improved by 9.0% under the Low Case, and declined 10% under the High Case.  The 
Civic Theatre is less sensitive to escalation rate increases, as it is expected to run at a smaller operating 
loss than the Entertainment Precinct over the thirty year forecast period. 

Visitation rates 

Assumptions relating to cultural tourism numbers impact the forecast operating results for both the 

Performing Arts Centre and Museum.  Visitor number sensitivities were applied in the following cases: 

• Low – 0.5% decrease in population growth rate in the Cairns region and 1% decrease in tourism 

figures. Performing Arts Centre utilisation increases from 45% to 60% and occupancy increases 

from 40% to 60% over 30 years. 

• Medium – Performing Arts Centre utilisation increases from 50% to 65% and occupancy increases 

from 50% to 80% over 30 years. 

• High – 0.5% increase in population growth rate in the Cairns region and 1% increase in tourism 

figures. Performing Arts Centre utilisation increases from 65% to 90% and occupancy increases 

from 65% to 90% over 30 years. 
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Table 5.25: Net present value and incremental net present value results under sensitised Visitation Rates, by option 

(in $’000s) 

Option Sensitivity Case NPV 

($’000s) 

Incremental NPV 

($’000s) 

Option 1 
Low -18,470   -  

Medium -18,470   -  

High -18,470   -  

Option 2 

Low -72,475  -54,005  

Medium -70,470  -52,000  

High -70,533  -52,063  

Option 3 
Low -73,121  -54,651  

Medium -71,116  -52,646  

High -71,178  -52,708  

Option 4 
Low -70,124  -51,654  

Medium -68,225  -49,755  

High -68,202  -49,732  

Option 5 

Low -75,153  -56,683  

Medium -73,148  -54,678  

High -73,211  -54,741  

Option 6 
Low -70,903  -52,433  

Medium -69,004  -50,534  

High -68,981  -50,511  

Option 6A 

Low -77,183  -58,713  

Medium -75,598  -57,128  

High -76,272  -57,802  

Option 7 
Low -60,551  -42,081  

Medium -59,198  -40,728  

High -60,710  -42,240  

Low visitation has a negative impact on incremental NPV of approximately 2% across Options 2 to 6A.  
High visitation also has a negative impact on NPV, albeit it is very small.  The potential upside in revenues 
generated from additional visitors is offset by higher forecast Entrepreneurial Programming Costs and 
Marketing & Promotion Costs required by the Performing Arts Centre. 

Based on these findings it can be concluded that under the current set of operating assumptions, visitor 
numbers do not have a material impact on the project valuation. 

Award rates for Performing Arts Centre staff 

Currently the Civic Theatre staff are on wage rates higher than industry award rates.  Under the financial 

evaluation it was assumed that the Performing Arts Centre would employ staff under industry award rates. 

The table below shows the impact on NPV by transferring the wage rates in place at the Civic Theatre 

across to the Performing Arts Centre. 
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Table 5.26: Net present value and incremental net present value results under sensitised Wage Rates for Performing 

Arts Centre staff, by option (in $’000s) 

Option Sensitivity Case NPV 

($’000s) 

Incremental NPV 

($’000s) 

Option 1 
PAC award rates -18,470   -  

Current rates -18,470   -  

Option 2 
PAC award rates -70,470  -52,000  

Current rates -74,281  -55,811  

Option 3 
PAC award rates -71,116  -52,646  

Current rates -74,927  -56,457  

Option 4 
PAC award rates -68,225  -49,755  

Current rates -71,821  -53,351  

Option 5 
PAC award rates -73,148  -54,678  

Current rates -76,959  -58,489  

Option 6 
PAC award rates -69,004  -50,534  

Current rates -72,601  -54,130  

Option 6A 
PAC award rates -75,598  -57,128  

Current rates -78,453  -59,983  

Option 7 
PAC award rates -59,198  -40,728  

Current rates -61,869  -43,399  

 

Using current wage rates instead of industry award rates has an average negative impact of 4% on project 

NPV for Options 2 to 7.  Based on the above, the salary wage scheme employed by the Precinct is not 

considered to be a key driver to the financial success of the Precinct. 

5.2     Economic appraisal results 

The key economic costs and benefits to be considered when assessing the development of the Cairns 

Cultural Precinct are best categorised as costs and benefits relating to the five key “impact categories” 

shown in Figure 5.9. These costs and benefits are expected to affect various identifiable parties, from the 

directly affected industries (specifically, the arts and culture industries) to interrelated industries, the local 

and regional communities and the State as a whole. 

Figure 5.9:  Sectors affected by the Entertainment Precinct  
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The costs and benefits falling under each of these categories are discussed in turn below. It is important to 

note that, given the tight engagement timeframes, the costs and benefits identified for this assessment are 

considered to be the key considerations to adequately assess the options in light of the key government 

objectives and outcomes sought. They should not be considered an exhaustive list of all costs and 

benefits that may accrue under the different options. It is also important to note that only the direct 

expenditures and direct labour impacts have been quantified, all other impacts are subject to qualitative 

discussion. Only the direct expenditures in the construction and operational phases of each Option have 

been monetised for the purpose of the PAF CBA framework, from which the Net Present Economic Value 

(NPEV) and Benefit Cost Ratio (BCR) metrics are calculated for each Project Option. 

The economic costs and benefits assessed in this appraisal are consistent with the financial appraisal 

presented above. That is, the estimates of revenues and costs in both the construction and operational 

phases under each option in the financial appraisal, are the key data utilised for the quantifiable costs and 

benefits in the economic appraisal.   

5.2.1   Direct and indirect expenditures 

The impact of each project option on expenditures, both in the facility and external to the facility, can be 

classified into two key categories – direct and indirect expenditures. “Direct expenditures” refers to 

economic activity that is directly related to the facility, while “indirect expenditures” refers to any flow-on or 

economy-wide effects. As addressed above, the latter is largely subject to qualitative assessment in this 

economic appraisal. Estimates of the value added that is associated with the direct spend are provided. 

Discounted cash flow results 

The significance of the direct expenditure under each option can be summarised by two key metrics – the 

net present economic value (‘NPEV’) and the benefit-cost ratio (‘BCR’). The NPEV and BCR are 

calculated off incremental19 discounted cash flows for each option. These metrics are explained in Section 

3.2 above.  

Table 5.27 reports the NPEV and BCR for each option in this economic appraisal. The NPEV and BCR 

are calculated off incremental cash flows. “Incremental” means that the cash flows under Option 1 (the 

Basecase) are subtracted from the cash flows for each Option to determine the benefit over and above the 

status quo. The incremental cash flows for Option 1 would therefore be zero and the NPEV and BCR 

would also be zero. 

The PAF Summary Tables, found in Appendix E, show the economic costs and benefits incorporated in 

the monetised CBA framework that have formed the basis of the NPEV and BCR calculations.  

If a project’s costs and benefits can be fully quantified and captured in the discounted cash flow analysis, 

a project option may be considered to be economically viable if the BCR is greater than one. However, as 

discussed in the PAF, for cultural projects like the Cairns Entertainment Precinct, summary CBA metrics 

(like NPEVs and BCRs) are not sufficient to provide an indication of the economic viability of a project. 

While the metrics provided in Table 5.27, when considered in isolation, might suggest that none of the 

Project Options are economically viable, it is important to note that these metrics have only been 

calculated based on the impacts that have been monetised in this assessment – that is, the direct 

expenditures under the construction and operational phases of each Option. The supplementary 

                                                                            

19 “Incremental” means that the cash flows under Option 1 (the Basecase) are subtracted from the cash flows for each Option to determine the benefit 

over and above the status quo.  
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qualitative analysis presented in the following sections illustrates a broad range of costs and benefits that 

have not been quantified. 

Table 5.27: NPEV and BCR for each option (calculation based on incremental cash flows discounted using the 

“medium” discount rate) 

Option NPEV 

($’000s - 

nominal) 

BCR  

Option 1* 0 - 

Option 2 -279, 955 0.1202 

Option 3 -275, 044 0.1194 

Option 4 -277, 578 0.1161 

Option 5 -284, 757 0.1160 

Option 6 -281, 680 0.1148 

Option 6A -269, 675 0.1042 

Option 7 -193, 499 0.1018 

*The NPEV value for Option 1is 0 as this table presents incremental cash flows 

NOTE: The PAF compliant CBA framework outlining the line items utilised to calculate these figures is provided at Appendix E. 

 

If the NPEV and BCR analysis is considered in isolation, Option 7 would be preferred on the basis on the 

NPEV, while Option 2 would be preferred on the basis of the BCR. However, the NPEVs and BCRs 

should be read in line with the qualitative analysis. The indirect and non-market benefits that may accrue 

to the local, regional and, to a lesser extent, State communities if the Cairns Entertainment Precinct is 

constructed, provide sufficient economic justification for the development. 

 

Further discussion of the direct expenditures used as input into the discounted cash flow is provided 

below. This discussion provides an industry disaggregation of the direct expenditure, that is, which 

industries will benefit from the expenditures. It also provides an indication as to the level of value added 

that may be directly associated with the direct expenditures at the Precinct in its operational phase. 20 If 

the value added component is considered as part of the discounted cash flow analysis, the NPEVs, while 

still negative, are not as pessimistic as those provided in Table 5.27.21 This is illustrated in Table 5.28. The 

inclusion of the value added estimates captures, for example, the direct benefit of tourist activity at the 

Precinct. This is discussed in greater detail below. 

                                                                            

20 The value of an industry’s output after deducting the value of goods and services used in producing them is termed “value added”. This may also be 

viewed as the return received by the factors of production (labour and capital). Value added is a net measure of the size of an industry’s output and 

allows the production of different industries to be added together without the risk of double counting. Gross value added may be considered a proxy 

for gross domestic product (or gross regional product and gross state product). 

21 As discussed with Treasury, the inclusion of value added in the discounted cash flow analysis only occurs in the operational phase of the project and 

they are very conservative estimates of value added that is directly associated with direct expenditures during the operational phase. 
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Table 5.28: NPEVs differ depending on whether value added estimates are included in the monetised CBA 

framework 

Option NPEV when value 

added benefit 

excluded ($’000s - 

nominal) 

NPEV when value 

added benefit 

included ($’000s - 

nominal) 

Option 1* 0 0 

Option 2 -279, 955 -263, 210 

Option 3 -275, 044 -258, 716 

Option 4 -277, 578 -261, 609 

Option 5 -284, 757 -268, 396 

Option 6 -281, 680 -265, 677 

Option 6A -269, 675 -256, 090 

Option 7 -193, 499 -183, 895 

 

Industry classification 

The direct expenditures that will accrue to the Precinct can be allocated to certain industries that operate 

with the Cairns, Regional and State economies. The industry classification adopted in this analysis is in 

line with that utilised by the Centre of Policy Studies for their whole-of-economy database construction.22 

The industries are concorded to standard ABS ANZSIC industry classification. The key industries utilised 

for this analysis are: 

• Arts;23 

• Libraries, Museums and Parks;24 

• Retails trade;   

• Restaurants/Food; and 

• Construction25 

                                                                            

22 The best data available for industry analysis at a statistical division level is produced by the Centre of Policy Studies at Monash University for use in 

their TERM CGE model. These data have been key inputs to this assessment and are consistent with the 2005-06 Input-Output Table produced by 

the ABS. 

23 The arts industry captures all creative arts, included performing arts venues and visual arts exhibitions. 

24 This industry captures all libraries and museums, together with zoological parks, botanic gardens and recreational parks and gardens. This clearly 

overstates the industries that are directly related to the Cairns Cultural Precinct. Unfortunately, a more disaggregated industry set is unavailable for 

the level of detail required for this analysis. The overstated aggregation should be kept in mind when assessing the results for libraries, museums and 

parks in this appraisal. 

25 This industry excludes residential construction. 
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It is important to note here that while an assessment of tourism impacts is included throughout this 

appraisal, “tourism” has not been included as a specific industry. In a pure economic sense, tourism 

should not be considered an industry. Tourism is more appropriately considered to be a driver of 

economic activity in industries that are directly related to tourism activity, such as restaurants and 

accommodation. 

Direct effects 

Figure 5.10 compares the expenditure directly related to the arts and cultural facilities assessed under 

each Option. While expenditures under the Base Case peak at just over $6.5 million (year 2034), 

expenditures under each of the Cultural Precinct options grow steadily throughout the life of the project. 

Options 2 through 6A peak at levels between $44 million and $50 million (in 2041), while Option 7 peaks 

at around $30 million.26  

While some differences are forecast for the first few years of the projection period (largely due to the 

staging of construction under the different Options), there is little difference in direct expenditures under 

Options 2 through 6 during the majority of the operational phase. Some divergence is apparent for Options 

2 through 6 toward the end of the projection period. Option 7 is a clear outlier, with far lower levels of 

expenditure over the projection period. 

Figure 5.10: Expenditure at the arts and cultural facility under each Option. 

 

Construction phase 

Figures 5.11 below presents expenditure in the Construction industry under the construction phase for 

each Option.27 The key differences under each option are a result of the staging assumptions – under 

Option 2, a greater proportion of construction expenditure occurs toward the beginning of the projection 

period as compared to other Options. Under Option 6A, a large proportion of construction expenditure is 

pushed to later years of the projection period. Due to the limited list of facilities constructed under Option 

7, the peak expenditure is far less than under Options 2 through 6A. 

                                                                            

26 The growth in expenditures is largely based on escalation assumptions and “S-curve” assumptions. These are outlined in the financial appraisal 

chapter above. 

27 A chart has not been included for the Base Case as there is no “construction phase” under this Option. 
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Figure 5.11: Expenditure on construction under each Option 

 
 
 

Operational phase 

The expenditures that directly accrue to the arts and cultural facilities under each Option in the operational 

phase are presented in Figures 5.12 to 5.20. The value added that is associated with this expenditure is 

presented in Figures 5.21 to 5.28. 28 

The key messages to take away from Figures 5.12 through 5.28 are as follows: 

• Under the Base Case, direct expenditure on performance tickets, retail29 and food and beverage 

escalates from approximately $1.6 million to $3.4 million over the projection period. This is separate 

from the expenditure that is allocated to maintenance of the Civic Theatre out to 2040. As can be seen 

in Figure 7.10, significant maintenance expenditure occurs throughout the projection period and peaks 

every five years. As the expenditure under this option is far less than under Options 2 through 6, the 

associated value added is also less favourable. 

• Retail trade makes up the smallest proportion of direct expenditures during the operational phase 

under Options 2 through 6A. Expenditure in the industry peaks at around $1.4 million for all Options, 

except under the Base Case and Option 7. The retail trade that is reported prior to 2016 for Options 2 

to 7 is that which accrues to the Civic Theatre (which is still operational while the Cultural Precinct is 

constructed). The level of Retail Trade under Option 7 is minimal due to the limited facilities. Tourism 

is a key driver of activity in the Retail Trade industry under each Option. 

                                                                            

28 The value added that is associated with the expenditure in each industry has been calculated from ABS Input-Output data. It is not a multiplier but 

rather the value added that is associated with each unit of output in the industry. It is important to note that the I-O database that has been used to 

inform this analysis is from 2005-06. It is likely that the each individual industry has changed somewhat between 2005-06 and today. It is also likely 

that each industry (and the structure of the economy which the I-O table describes) will likely change over the projection period chosen for this 

economic appraisal. 

29 Retail expenditures include all “miscellaneous revenue” earned by the Civic Theatre. Further guidance regarding this revenue would need to be 

provided before a more accurate industry allocation could be provided. 
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• Expenditure on Libraries, Museums and Parks increases over the projection period, peaking at 

around $1 million dollars in 2041 under most Options (Options 2 through 6A).30 When maintenance 

expenditure is removed, the Libraries, Museums and Parks industry share of direct expenditures 

decreases from around 18 per cent at the start of operations31 to 10 per cent at the end of the 

projection period under Options 2 through 6. Libraries, Museums and Parks industry share of direct 

expenditures under Option 6A is slightly higher at the start of the projection period (25 per cent). The 

value added that is associated with every $1 million of expenditure in the Libraries, Museums and 

Parks industry is greater than that in all other industries assessed in this analysis. Throughout the 

projection period, tourism is a will be a key driver of activity in the Libraries, Museums and Parks 

industry under each Option. 

• Expenditure on Restaurants/Catering increases over the projection period, peaking at around $2 

million dollars in 2041 under Options 2 through 7. When maintenance expenditure is removed, the 

Restaurants/Catering industry share of direct expenditures is maintained at around 20 per cent across 

the projection period under Options 2 through 6A. The share is higher under Option 7 (around 30 per 

cent).  

• Expenditure on Arts increases over the projection period, peaking at around $4.3 million dollars in 

2041 under Options 2 through 6A. Expenditure in the Arts industry under Option 7 peaks at 3.3 million 

and makes up for the greatest share of direct expenditures during the operational phase. 

• Activity in the Construction industry provides some stimulus beyond the construction phase of the 

project in the form of maintenance expenditure. The differing profiles for each Option are provided in 

Figures 7.19. As discussed in the financial analysis, the maintenance expenditure has been derived 

using an “S-curve approach” and assumptions around escalation rates.32   

 

 
 

                                                                            

30 There is no expenditure under Option 7 due to the fact that there are no libraries and museums. There is no expenditure in this industry under the 

Base Case as there are no libraries or museums associated with the Civic Theatre. This is a key limitation of the analysis and it is important to note 

that there exists expenditure on other museums, libraries and parks in the Cairns area that have not been captured. 

31 This varies under each option from between 19 and 23 per cent. 

32 See the financial appraisal methodology and results sections for further detail. 
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Figure 5.12: Direct expenditures under the Base Case (Option 1) 

 

 

 Figure 5.13: Direct expenditures in the Cultural Precinct – Option 2 

 

 

Figure 5.14: Direct expenditure in the Cultural Precinct – Option 3 

 

 Figure 5.15: Direct expenditure in the Cultural Precinct – Option 4 
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Figure 5.16: Direct expenditure in the Cultural Precinct – Option 5 

 

 

Figure 5.17: Direct expenditure in the Cultural Precinct – Option 6 

 

 

Figure 5.18: Direct expenditure in the Cultural Precinct – Option 6A 

 

 
Figure 5.19: Direct expenditure in the Cultural Precinct – Option 7 
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Figure 5.20: Maintenance expenditure in the Cultural Precinct, by Option 

 

 

Figure 5.21: Value added in Far North Queensland that is associated with the direct 

expenditure under the Base Case. 

 

Figure 5.22: Value added in Queensland that is associated with the direct expenditure 

under Option 2. 

 

Figure 5.23: Value added in Australia that is associated with the direct expenditure 

under Option 3. 
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Figure 5.24: Value added in Australia that is associated with the direct expenditure 

under Option 4. 

 

Figure 5.25: Value added in Australia that is associated with the direct expenditure 

under Option 5. 

 

Figure 5.26: Value added in Australia that is associated with the direct expenditure 

under Option 6. 

 

Figure 5.27: Value added in Australia that is associated with the direct expenditure 

under Option 6A. 
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Figure 5.28: Value added in Australia that is associated with the direct expenditure 

under Option 7. 
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Indirect effects  

When considering the flow-on effects of any new expenditure in the economy, it is important to recognise 

the supply-side constraints of the economy. That is, there does not exist an unlimited supply of labour, 

capital, land and intermediate inputs that may be drawn upon to increase production indefinitely. 

Constraints on the availability of such inputs require prices to act as a rationing device. 

The extent to which additional expenditure in the economy instigates further economic activity largely 

depends on the extent to which the economy is operating at capacity. If the economy is utilising close to 

all of its resources then the addition of, for example, a construction project is likely to have a significant 

crowding out effect since there are few spare resources available.33 In this scenario, the flow-on economic 

activity would be negligible as the new activity would simply be redirecting resources that are currently in 

use on other projects. On the other hand, if there is an underutilisation of resources (such as in an 

economic downturn) the flow-on economic impacts may be quite high. 

The complexity of these economic mechanisms mean that it is difficult to accurately quantify the flow-on 

impacts of projects like the Cairns Cultural Precinct without utilising very complex modelling techniques.34 

The assessment of the indirect effects for this appraisal is thus limited to a qualitative discussion.35 

Construction phase 

Construction projects, like that of the Cultural Precinct, are often considered to be fundamental when 

attempting to stimulate economic activity. However, as discussed above, two key considerations must be 

kept in mind when assessing the economy-wide impact of a construction project: 

1. While the construction phase of a project may create economic activity in the short run, the long run 

economic costs or benefits of an infrastructure project like the Entertainment Precinct relates to the 

effects generated once the project is operational.36 Only projects and policies that create productivity 

change and structural adjustment in the economy create long run changes to economic activity. 

                                                                            

33 Appropriately skilled labour is a particularly significant constraint. 

34 While input-output (I-O) multiplier analysis is often used to quantify the economy-wide impacts of projects and polices, it is not a robust 

methodology and often results in a significant overestimation of the benefits of projects and policies. As such, I-O multiplier analysis has not been 

used in this economic appraisal. This approach was supported by Queensland Treasury who does not condone the use of I-O multipliers for any 

economic impact analysis presented to the Department.  The substantial limitations of I-O multipliers are recognised by the ABS (ABS cat 

5209.0.55.001): http://www.abs.gov.au/AusStats/ABS@.nsf/Latestproducts/5209.0.55.001Main%20Features4Final%20release%202006-

07%20tables?opendocument&tabname=Summary&prodno=5209.0.55.001&issue=Final%20release%202006-07%20tables&num=&view= 

 More complex methodologies, such as those inherent in CGE models, are required to overcome these shortcomings. However, CGE modelling is 

extremely complex and requires significant amounts of time. For the preliminary evaluation stage, it is appropriate to simply quantify the direct 

impacts of the project and provide qualitative discussion around the economy-wide impacts, as has been achieved in this appraisal. This approach 

was supported by Queensland Treasury in the preparation of this appraisal. 

35 The decision to limit the assessment of the indirect effects to a qualitative discussion was based on guidance from Queensland Treasury around the 

most appropriate methodology for the economic appraisal component of the preliminary evaluation. The methodology presented in this report is, 

therefore, acceptable for Queensland Treasury’s purposes. 

36 For example, the true long run economic benefit of building a bridge across the Brisbane River is not the economic activity generated during 

construction but rather the productivity gains it induces (for example, decreased travel time). The same bridge could be built in Central Queensland 

and, while it might produce a similar level of economic activity in its construction phase, the benefits realised once it is operational would be far 

less. 
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2. The capacity of the economy when the construction project is initiated will be a key driver of the extent 

to which economy-wide benefits are realised. 

In the case of the Cultural Precinct, it is difficult to predict the flow-on economic activity that may occur 

during the construction phase. We recognise three key considerations in this regard: 

• The unemployment rates for Cairns and the Far North Statistical division (Figure 5.29) suggest that 

these economies are not operating at capacity37 and, as such, increased expenditure in the economy 

(via the Precinct construction) will instigate positive economic activity; 

• While the unemployment rates suggest that there may be some capacity to expand economy activity 

in Cairns and the Far North statistical division, it may be the case that some of the more specialised 

resources that are necessary for this project will not be sitting idly by and will simply be drawn from 

other projects. This redirection of economic activity will mean that the flow-on impact may not be as 

great as if all resources were readily available and going unused; 

• The reconstruction effort after Cyclone Yasi (and other Queensland natural disasters), together with 

the increasing demand for unskilled labour resources in the Mining sector (particularly since Cairns 

has been earmarked as a key fly-in fly-out base for mining workers) may be drawing upon the 

otherwise underutilised labour resources in the Cairns and Far North Queensland economies. 

It may be argued that, following the temporary shock to the labour market arising from the Queensland 

reconstruction effort, some of these resources may then be directed to construction projects like the 

Cairns Entertainment Precinct thereby maintaining employment levels and economic activity in the Cairns 

and Far North Queensland region. 

Figure 5.29: Unemployment rate, June quarter 2009 to March Quarter 2011 

 

Source: OESR Office of Economic and Statistical Research, Queensland Treasury, Queensland Regional Profiles 
NOTE: Based on 4-quarter smoothed series 
 
 
 
 

                                                                            

37 High unemployment rates (in relation to the Queensland average) are an indication that productive resources, in this case, labour are idle in the 

current economy. In other words, the economy is not operating at capacity and has the potential to deliver economic activity from increases in 

investment spending without completely crowding out other activity. 
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Operational phase 

While growth in tourism activity that may arise as a result of the Cultural Precinct is likely to contribute 

positively to economic activity in the Cairns region, the flow-on benefits in the operational phase, 

particularly at a State and National level, may be minimal. This is largely because the directly affected 

industries are only a small proportion of the state and national economies. 

The significance of the directly affected industries38 to the economy as a whole, both at the regional, State 

and National level, may be assessed by measuring their contribution to economic activity and the extent to 

which the industries are integrated into the domestic economy. 

Table 5.29 shows industry gross value added as a proportion of economy-wide gross value added in the 

Australian, Queensland and Far North Queensland economies. The value of an industry’s output after 

deducting the value of goods and services used in producing them is termed “value added”. This may also 

be viewed as the return received by the factors of production (labour and capital). Value added is a net 

measure of the size of an industry’s output and allows the production of different industries to be added 

together without the risk of double counting. 39 

Table 5.29: Industry value added as a proportion of gross value added for the Australian, Queensland and Far 

North Queensland economies (2005-06) 

Industry Australia (%) Queensland (%) Far North 

Queensland (%) 

Arts 0.24 0.16 0.19 

Libraries, museums and parks 2.40 2.23 2.24 

Retail trade 4.87 5.68 6.98 

Accommodation 0.18 0.22 0.86 

Restaurants/Catering 2.13 2.61 3.57 

Source: Centre of Policy Studies, Monash University; ABS cat 5209.0.55.001; PwC 

The key messages to take away from these data40  are as follows: 

• The gross value added in the Arts industry in Far North Queensland makes up 0.19 per cent of the 

region’s economic activity, greater than the equivalent proportion for the State economy as a whole.41   

In the Far North Queensland region, Cairns contributes significantly to activity in the Arts industry. In 

2010, more than 120,000 tickets were sold for performances at performing arts venues across Cairns. 

                                                                            

38 The directly affected industries are those identified above – that is arts, libraries, museums and parks, services to the arts, retail, accommodation, 

restaurants and catering. 

39 Gross value added may be considered a proxy for gross domestic product (or gross regional product and gross state product). 

40 It is important to note that most of the data used in this analysis is in line with the 2005-06 Input-Output Table or the 2006 ABS Census, as this is 

the most recent and consistent economy-wide data available. The structure of the economy may have shifted somewhat since this point in time. 

More recent supplementary data has been utilised where possible. 

41 This will largely be because the contribution of the Arts industry to the State economy is diluted by the areas of the state that do not have an Arts 

industry presence at all (such as western Queensland).  
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42  The Civic theatre alone hosted 183 performances throughout the year and sold more than 92,000 

tickets.43 This compares favourably with other regional cities with larger and better equipped 

facilities.44 As Savills pointed out in the SASR, the strong support of an inferior facility like the Civic 

Theatre illustrates a strong demand for performing arts in Cairns. Of the 23,926 registered businesses 

in Far North Queensland in 2008-09, approximately 300 were Arts and recreational services related 

and two thirds existed in Cairns.45  

Across Queensland as a whole, the Arts industry’s share of value added is 0.16 per cent. To put this 

in context, this is approximately the same as the value added share from key agriculture industries 

(including the Sheep industry and the Forestry and Fishing industry) and Queensland’s textiles, 

clothing and footwear industry. Around 4 per cent of Queensland’s registered businesses and Arts 

and recreational services related. 46 

It is not surprising that, at the national level, the Arts industry makes a larger contribution to gross 

value added than it does in Far North Queensland and the State. While industry activity at a national 

level experienced a slump in 2008-09, it has since grown consistently. 47 While a continuation of this 

growth is expected out to 2015-16, it is important to note that this growth is likely to be less than 

economy-wide growth. 48 

While the expenditure in the Cairns Arts industry as a result of Precinct may provide only limited 

economic benefits to the wider State and Australian economies, the Cultural Precinct will no doubt 

strengthen Cairns’ hold on the Arts industry in Far North Queensland and provide another facet for the 

Performing Arts scene across Queensland and Australia. 

• Libraries, Museums and Parks make up 2.13 per cent of the Far North Queensland’s gross value 

added, which is approximately the same proportion as that of Residential Building in the region. It is 

consistent with the Libraries, Museum and Parks proportion of gross value added for the State as a 

whole. 

The Libraries, Museums and Parks industry makes a significant contribution to the regional, state and 

national economies. It would be expected that the “Parks” contribution to this would be quite large for 

Far North Queensland. For Australia, libraries, museums and visual arts make up close to forty per 

cent of the industry. 

The latest ABS overview of Arts and Culture in Australia reports significant growth in activity in 

libraries, museums and visual arts between 2006-07 and 2008-09. 

There is little data available on the growth in this industry at the Far North Queensland level. 

                                                                            

42 TicketLink data and Creative Economy 

43 Of the patrons at the Civic Theatre, 76 per cent were locals to Cairns and 18 per cent were from areas 2 hours outside of Cairns. 

44 Savills, SASR 

45 Office of Economic and Statistical Research, Queensland Treasury, Queensland Regional Profiles: Far North Statistical Division (2011);  Office of 

Economic and Statistical Research, Queensland Treasury, Queensland Regional Profiles: Cairns Regional Council (2011)  

 

46 Office of Economic and Statistical Research, Queensland Treasury, Queensland Regional Profiles: Far North Statistical Division (2011). 

47 IBISWorld  Industry Reports 

48 IBISWorld  Industry Reports 
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• Tourism related industries in Far North Queensland (such as Retail Trade, Accommodation, 

Restaurants) make up 11.41 per cent of the region’s economic activity.49 This is greater than the 

contribution at the State and National levels (9.25 and 7.18 per cent respectively) and illustrates the 

importance of tourism activity in the region. 

The Cairns economy is more heavily reliant on tourism activity than most other regional centres in 

Queensland. However, in recent years, the tourism activity that is integral to the Cairns (and the Far 

North Queensland) economy has been adversely affected by the global financial crisis, the high 

Australian dollar and natural disasters. Activity in tourism related industries has, therefore, 

experienced slowdowns in activity. 

In light of this, Tourism Queensland has highlighted the need to develop tourism product that not only 

revives the tourism activity in Cairns but increases the length of stay of an average tourist. Enhancing 

cultural tourist facilities could have a positive impact in this regard. Research suggests that there is 

potential for more than 145,000 visitors per annum to visit performing arts activities in tropical north 

Queensland and more than 300,000 to visit museums and art galleries.50 Arguably, Cairns, being the 

major regional centre, would attract the majority of this potential audience, particularly with appropriate 

facilities. 

It is expected that in the next year or two, tourism in Queensland and the Far North may continue to 

suffer in light of, for example, a persisting high Australian dollar and lost tourist demand from Japan 

(the fourth largest tourism market for Queensland).51 As the Cultural Precinct will not become 

operational until 2016, it will not assist with this initial tourism slump.  

The Precinct may, however, prove to be an attraction once it is operational and tourism activity (both 

international and interstate) has picked up. As Queensland Treasury pointed out in the 2011-12 

Budget, growth in China’s outbound tourism is likely to accelerate in the coming decade and, while the 

Latin America and Caribbean countries have yet to become a major market for Queensland’s 

overseas tourism, growth in tourism from these countries has been noticeable in the past decade. 

Interstate tourists and tourists from other areas of Queensland may also be attracted to the Precinct, 

particularly in light of the Australian cultural heritage that will be celebrated in the facilities. 

 

 

                                                                            

49 It is important to note that activity in these industries does not just arise from tourism activity but also household consumption and general 

economic activity. Nevertheless, it still provides an indication of tourist activity. 

50 Arts Nexus, Cultural Tourism Strategy for Tropical North Queensland (2009)  

51 Queensland Treasury Budget 2011-12, Economic Outlook 
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52 ABS cat.4172.0 “Arts and Culture in Australia: A Statistical Overview” 19 Oct 2010; Tourism Research Australia 2009 Cultural and Heritage Tourism 

in Australia, 2009 

53 The differential is largely explained by the longer average length of stay for cultural and heritage visitors, that is 45 nights for the latter as opposed to 

23 nights for other international visitors. 

54 Day trips are defined by the ABS as a round trip distance of at least 50 kilometres, with the traveller being away from home for at least four hours 

(but not overnight). Routine travel such as commuting between work and home is excluded. 

55 ABS cat.4172.0 “Arts and Culture in Australia: A Statistical Overview” 19 Oct 2010; Tourism Research Australia 2009 Cultural and Heritage Tourism 

in Australia, 2009. 

Cultural Tourism in Australia 

In 2009, Tourism Research Australia found that 51 per cent of all overseas visitors attended at least one cultural 

attraction while in Australia, with expenditure from cultural and heritage visitors exceeding $16.3 billion in Australia in 

that year.52  The average amount spent per trip $6,280, as compared to $3,832 per trip for international visitors who 

were not considered (cultural and heritage visitors).53 

The share of international cultural and heritage visitors by activity type is presented in Table 5.30. Notably, 57 per 

cent of all international cultural and heritage visitors in 2009 visited a museum or art gallery during their stay, while 24 

per cent attended a theatre performance, a concert or another performing arts performance. Twenty percent visited 

aboriginal art/craft and cultural displays. 

Domestic cultural tourism is differentiated by day trips and overnight trips. Tourism Research Australia found that, in 

2009, 9.5 million domestic day trips54 were taken by Australians over age 15 for visitation of cultural and heritage 

facilities and sites (7 percent of all day trips taken in 2009).55 On the other hand, 14 percent (9.4 million) of all 

overnight trips within Australia in 2009 by Australians over age 15 were cultural and heritage related. Visiting 

museums and art galleries was the most popular cultural activity for both overnight and day trip domestic visitors. 

Table 5.30: Share of overseas and domestic cultural and heritage visitors, by activity type (2009) 

Type of cultural and heritage tourism activity 

Percentage of 
domestic day-trip 

cultural and 
heritage visitors 

(%) 

Percentage of 
domestic overnight 

cultural and 
heritage visitors 

(%) 

Percentage of 
overseas cultural 

and heritage 
visitors (%) 

Attend theatre, concerts or other performing arts 23 23 24 

Visit museums or art galleries 43 36 57 

Visit art/craft workshops/studies 6 5 17 

Attend festivals/fairs or cultural events 19 20 22 

Experience aboriginal art/craft and cultural 
displays 

3 2 20 

Visit an aboriginal site/community 2 1 11 

Visit historical/heritage buildings, sites or 
monuments 

29 25 62 

Source: Tourism Research Australia 2009 Cultural and Heritage Tourism in Australia, 2009 and ABS cat 4172.0 
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5.2.2   Labour 

Construction phase 

The number of persons directly employed on the construction site during the construction phase of the 

project is illustrated in Figure 5.30.56 The personnel required on site during the construction phase is 

dependent on the expenditure profile for the construction phase under each option.  

The maximum number of persons potentially employed at any one point in time during the Construction of 

the Precinct is under Option 2 in 2013-14 (over 250 persons). Option 6A peaks in 2017-18 at around 230 

workers, while Options 3 through 6 peak at over 200 persons in 2013-14. Across the construction period, 

the average number of persons may be around 140 persons for Options 2 through 6. Option 7 has a lower 

employment profile due to the lower expenditure in the construction phase. 

Figure 5.30: Number of workers on site during the construction phase of the project (for each project option) 

 

These estimates should be considered as employment that is sustained as a result of the construction of 

the Precinct, as opposed to jobs that are created. For example, some of the persons employed to 

construct the Precinct may be employed on other construction projects in the region if the Cultural Precinct 

was not developed. 

As well as these direct labour effects, it is likely that the flow-on effect of the project will influence 

economy-wide employment, at least in the short to medium run. In light of the current unemployment rates 

in the Cairns and Far North Queensland region, it is likely that the development of the Precinct may 

contribute to jobs creation in the region.
57

 The increase in employment will have a positive impact on 

economic activity for the region and the State. 

It is unlikely that the project would draw on labour resources from outside of the region, except for 

particularly specialised resources.  

 

                                                                            

56 These estimates are based on advice from Savills who have drawn on employment estimates from similar projects that have occurred previously. As 

these estimates have not been derived specifically for the Cairns Cultural Precinct, PwC warns that they should be used with caution. 

57 It is important to note that the labour that is being underutilised may not have the appropriate skill sets to be drawn upon in this regard. 
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Operational phase 

The number of persons directly employed during the operational phase of the Cairns Cultural Precinct is 

illustrated in Table 5.31.58 As with the construction phase, these estimates should be considered 

employment that is sustained as a result of the Precinct, as opposed to jobs that are created. For 

example, some of the 34 persons employed by the Performing Arts Centre may have been employed by 

the Civic Theatre if the Cultural Precinct wasn’t developed. Hence, this should not be regarded as 

additional employment in the regional economy. 

Table 5.31: Number of employees at the Performing Arts Centre and the Museum at the Cairns Cultural Precinct 

when operational 

Facility Head count 

Performing Arts Centre 34 

Museum 14 

TOTAL 48 

 

As well as these direct labour effects, it is likely that the flow-on effect of the project will influence 

economy-wide employment, at least in the short to medium run.  

Table 5.32 presents the level of employment that is associated with $1 million of output in the key 

industries. For example, for every $1 million of output in the Arts industry in Australia, the associated 

employment sustained is approximately 5 jobs.  

Table 5.32: Employment that is directly associated with $1 million of expenditure in the key industries59 

Industry Australia Queensland Far North 

Queensland 

Arts 5.3 2.2 0.6 

Libraries, museums and parks 7.2 4.4 1.6 

Retail trade 105.8 62.1 14.1 

Accommodation 18.1 15.6 3.7 

Restaurants/Catering 12.7 6.5 1.3 

Source: Centre of Policy Studies, Monash University; ABS cat 5209.0.55.001; PwC 

                                                                            

58 PwC has only been provided with estimates for the PAF and the Museum. It is anticipated that there would also be maintenance/ground-keeping 

staff, HR staff etc that have not been included. 

59 These estimates do not relate to increased employment that results from an additional $1 million of expenditure in the industry in the region under 

the Cairns Cultural Precinct development. Rather, these data are summary statistics as calculated from available Input-Output data to illustrate the 

labour intensity of the industries that may be affected by development of the Precinct. For example, if an industry is labour intensive (eg. The Retail 

Trade industry) then expenditure in this industry is likely to support higher levels of employment than industries that are less labour intensive. For 

small regions, like Far North Queensland, employment estimates per $ million tend to be small since inter-industry linkages are normally relatively 

shallow.  
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As can be seen from this data, the expenditure in Retail Trade (as discussed above) will likely provide 

significant support for economy-wide employment, not only in the Precinct but in the wider Cairns area, as 

Retail Trade is a highly labour intensive industry. Increased tourism activity will also provide support for 

economy-wide employment in accommodation and the restaurant and food related industries. 

It is important to note that, even in the operational phase, any expenditure that may support employment 

in the Cairns and Far North Queensland regions may simply be drawing labour away from other areas. 

5.2.3   Social cohesion and quality of life  

The social benefits that may accrue to Cairns and Far North Queensland (and, to a lesser extent, the 

State) may be classified into five broad categories illustrated in Figure 5.31. These are discussed in turn 

below. 

These benefits, together with those that relate to education and training that are addressed below, are 

crucial to the economic appraisal of the Cairns Entertainment Precinct. While economic costs and benefits 

that have been quantified in this appraisal do not provide economic justification for the development of the 

Entertainment Precinct, arguably, the indirect and non-market economic benefits addressed here do 

provide economic justification for the project, particularly in light of the Government’s key outcomes and 

objectives for this project. As the PAF states, “cultural projects seek to promote Queensland and should 

not be assessed by using possible economic and employment benefits. Rather, it may be better to rank 

options by their ability to deliver specific outcomes and assess them against the performance criteria for 

promotional success rather than economic impact”. 

In assessing these non-market benefits, PwC has drawn upon a broad range of economic studies. Some 

of these are critiqued in detail in Appendix D. 

Figure 5.31: Five key categories for social benefits resulting from the Cairns Cultural Precinct 
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Social cohesion 

The current facilitation of festivals and cultural performances in Cairns is limited by the lack of a 

designated multi-purpose community place or space
60

. One of the key reasons for the development of the 

Cairns Cultural Precinct is to meet the need for a community meeting place and to promote social 

cohesion.   

Social cohesion is a concept that describes social connectedness, including family and community well-

being. The term often describes a broad goal of public policy – the promotion of stable, co-operative and 

sustainable communities61. 

Research indicates that arts and cultural services can contribute significantly to the social cohesion of a 

community62 and, as such, arts and cultural policies and programs have been developed throughout 

Australia with a primary objective of enhancing social cohesion.
63

 The Cairns Cultural Precinct is one such 

project. 

The Precinct has been designed to provide state-of-the-art cultural and arts facilities, together with public 

gathering space for everyday recreational use, encouraging community networks that are inclusive and 

equitable. It is expected that the Precinct will foster: 

• Creative participation: The facilities will provide numerous opportunities for “creative” participation in 

the arts by non-professionals, creating a community network for friendships to develop. For example, 

research suggests that 91% of adult participants in arts based activities make new friends as a 

result64 and that involvement in arts projects assists participants in feeling part of their local 

community.65  

A stronger community network among professionals in the arts and cultural industry is also likely to 

developed in light of the increase in the number and quality of arts and cultural facilities. 

• Intergenerational contact: The precinct will have the facilities required to attract people of all ages. 

School children will be able to attend the museum and children’s entertainment performances, people 

of all ages may use the outdoor plaza as a place of leisure or socialising and residents will be able to 

enjoy the history of the museum and performances at the theatre. In this way, the precinct will provide 

the opportunity for people to gather and interact with different generations. 

In addition, arts and cultural events that will occur at the precinct may provide the opportunity for 

people to form new relationships with people from different generations, strengthening networks at a 

community level and providing a valuable contribution to social cohesion. For example, the creation of 

an outdoor art exhibitions could involve school children and teachers, as well as professional and 

amateur artists of all ages.  This contact across the ages is often an incidental outcome of arts and 

                                                                            

60 Cardew, L. 2011, Cairns Cultural Precinct, Preliminary Client Project Brief Issue v1, Cairns Regional Council.  

61 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud.  

62 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud.  

63 Australian Government, Department of Immigration and Citizenship, 2011. The Diversity and Social Cohesion Program, [online] Available at: 

http://www.harmony.gov.au/dscp/ [Accessed 8 July 2011].  

64 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud. 

65 Australian Council of the Arts, 2010. More than bums on seats: Australian participation in the arts, Australian Council for the Arts, Sydney.  
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cultural activities and may also contribute to reducing anxiety and fear that some older residents feel 

towards the younger population66.  

• Intercultural contact: The additional arts and cultural events in the Cairns Cultural Precinct will 

provide a greater opportunity for intercultural contact and those belonging to minority groups will be 

able to extend their social circles, within and beyond their own cultural communities. For example, the 

area will support organised celebrations and community events on occasions such as Australia Day, 

NAIDOC week, Chinese New Year and Harmony Day. These events will encourage the community to 

unite as one group and enhance intercultural contact and promote tolerance and diversity. 

Arts and cultural events are proven to promote intercultural understanding, co-operation and 

tolerance.67 The Cairns and wider Far North Queensland regions have a rich indigenous and multi-

cultural heritage and there is great potential to incorporate this into the Cairns Cultural Precinct. The 

centre will likely attract visitors from the whole of Northern Queensland and has the potential to bring 

together remote areas and communities of rural and outback Australia and the Pacific through events 

and festivals at the centre. 

The performing arts centre will be sensitive to the unique requirements of multi-cultural artists and 

audiences. Those involved in the creation of arts and cultural events and performances will also gain 

an understanding and appreciation of other cultures.68  

Figure 5.32: Three key factors contributing to an increase in social cohesion as a result of the Cairns Entertainment 

Precinct 

 

It should also be noted that new skills and increased confidence as a result of participation in the arts can 

crystallise into an enhanced commitment to local activism and support for local projects, often in the form 

of volunteering. This can further develop social cohesion and contribute to community networks69.  

                                                                            

66 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud. 

67 Australian Council of the Arts, 2010. More than bums on seats: Australian participation in the arts, Australian Council for the Arts, Sydney. 

68 In Matarasso’s study, people frequently spoke about how they learnt to get on with a wider range of people, across cultures and generations. Over 

half of those surveyed indicated that they had learnt about other people’s cultures as a result of involvement in an arts project. However, it was noted 

that projects assist with cultural integration most when they are directly intended to do so. Matarasso, F., 1997. Use or Ornament? The Social 

impact of participation in the arts, Comedia, Stroud. 
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Local image and identity 

One of the objectives of the Cairns Cultural Centre is to develop greater awareness, within both the local 

community and the wider Queensland community, of the historical significance and value of Far North 

Queensland. This will be achieved through the various facilities on offer in the precinct. For example:  

• The museum: The proposed new museum will reflect the dynamic and complex community in which it 

is located. The significance of cultural heritage will be incorporated through numerous exhibitions and 

public programs for the new museum, such as The Aboriginal and Torres Strait Islander Cultural 

Centre; The Queensland Centre for Cultural Diversity – multicultural communities; Centre for Social 

Memories: Cairns – the Port for North Queensland development; A Sense of Place – safeguarding 

World Heritage sites.70 

The exploration and sharing of a common culture that will result from the museum will create a sense 

of identity and belonging for those involved. The organised cultural celebrations that are proposed to 

occur in the public plaza and open space will further contribute to the local image and identity. The 

public art, together with the building designs, will represent the diverse past and the contemporary 

cultural richness of the region and the wet tropics, thereby reinforcing a place-specific identity.  

• White’s Shed:  White’s Shed is a heritage listed building on the development site is expected to be 

restored and used as a facility in conjunction with the museum, either to hold educational workshops 

or specific exhibitions. White’s Shed is currently unused and has previously never been fully 

recognised as a place of cultural significance. The restoration of the building will ensure proliferation 

of heritage knowledge and experience, which is believed to lead to common heritage value, social 

identity and cultural continuity.71  

The Precinct as a whole is likely to foster community involvement in the creation of additional music and 

theatre performances. One of the arts projects considered in Matarasso’s study72 was an Aboriginal 

community in Alice Spring, where three artists were brought into the school to work on a large-scale music 

and theatre production. The experience was said to have left them ‘feeling strong and united’ and the 

project had a marked influence on the confidence of the participating children. This is an ideal example of 

the importance of cultural identity among a rural minority in Australia and how cultural identity can be 

strengthened via the arts and culture.  

Research has shown that the arts help people to express and define what it means to be Australian73. 

Additional arts and cultural facilities will therefore strengthen the Australian image and identify and provide 

a connection to our past and to our nation. In addition, it is likely that the new cultural precinct will 

contribute to the continuing evolution of contemporary culture.  

Appreciation of the arts and cultural heritage  

A heightened appreciation of the arts and cultural heritage may be achieved as a result of exposure to and 

involvement in these industries. Any arts or cultural events or festivals that occur in the public plaza and 

open space at the Cultural Precinct will create awareness and an appreciation of the arts and culture.  

                                                                                                                                                                                                                                                      

69 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud. 

70 Cardew, L. 2011, Cairns Cultural Precinct, Preliminary Client Project Brief Issue v1, Cairns Regional Council.  

71 Productivity Commission, 2006. Conservation of Australia’s Historic Heritage Places – Inquiry Report No37, Canberra.  

72 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud. 

73 Australian Council of the Arts, 2010. More than bums on seats: Australian participation in the arts, Australian Council for the Arts, Sydney. 
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Due to the Far North Queensland’s rich indigenous and multi-cultural heritage, there is a great opportunity 

in Cairns to develop performing and visual arts unique to the region. Increased exposure to this cultural 

heritage will no doubt lead to an increased appreciation and tolerance of the arts and what it has to offer. 

The direct use value of historic heritage places is often very little, with the majority of value being defined 

as the existence value or bequest value.74 Growing knowledge of particular historic heritage places, as will 

be fostered by the Cairns Cultural Precinct, is likely to raise these non-use values as more people become 

aware of their existence and develop an appreciation of their significance.75  

It is expected that the museum at the Cultural Precinct will possess culturally sensitive exhibits of arts and 

craft, demonstrate the cultural diversity of the Aboriginal and Torres Strait Islander communities and 

therefore promote acceptance and understanding of their culture. The Queensland Museum study found 

that 71% of visitors to the Queensland Museum campuses stated that they gained an appreciation of 

historic events as a result of their visit. In addition, between 45% and 65% stated that they ‘were curious 

about finding out more about a particular event or subject’ as a result of their visit.  

Creative participants also gain an appreciation of arts. More than 8 in 10 of those involved in the arts 

projects considered in Matarasso’s study indicated that they would like to be involved in more art and 

cultural activities.76 Professionals in other fields that were part of the survey, have indicated that direct 

involvement in arts activities often had a marked impact on them, realizing the contribution that the arts 

could make to their profession. Youth workers, teachers and health workers are examples of professionals 

that recognised the value of arts to their particular programmes and have since utilized arts to enhance 

the lives of those they work with77.  

                                                                            

74 Productivity Commission, 2006. Conservation of Australia’s Historic Heritage Places – Inquiry Report No37, Canberra. 

75 For example, Whites Shed is a heritage listed building, which will remain preserved with the new development. Further, the museum is expected to 

contain an exhibit “A sense of place – safeguarding World Heritage sites”.   

76 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud. 

77 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud. 

Conservation of Australia’s Historic Heritage Places 

The Productivity Commission published an inquiry report on the conservation of Australia’s historic 

heritage places in 2006. It examined a number of issues surrounding the conservation of heritage places, 

including measuring their benefits and value.  

Choice modelling was one of the methods used to determine peoples’ willingness to pay estimates for 

different attributes of historic places. It was found that:  

• The willingness to pay (WTP) for places protected was $5.53 per person per year (for 1000 

heritage places protected) 

• The willingness to pay (WTP) for increased development controls imposed on owners was $53.07 

to change from ‘demolition permitted’ to ‘minor modifications permitted only’ and $39.50 to change 

from ‘demolition permitted’ to ‘substantial modifications permitted by no demolition’. 

It should be noted that community valuation placed on heritage is expected to vary with the nature and 

type of the place. For example, iconic heritage items are likely to have substantial existence and bequest 

value, compared to a lesser known historic place. Also, when analysing ‘heritage value’ it is important to 

distinguish between the total value of all historic heritage places and the marginal value of listing one 
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Health and well-being 

Health and well-being benefits of arts and cultural activities accrue to both creative participants and 

receptive participants. There is widespread recognition across literature that, at the basic level, arts and 

cultural activities provide a unique and deep source of enjoyment, resulting in increased levels of 

happiness and the ability to cope with everyday pressures of life.78  

In terms of receptive participation, the public plaza and open space is intended for everyday recreational 

use by locals and tourists, and with a prime waterfront position, it is intended to become the ideal place to 

socialise, relax and un-wind. There have been a number of studies conducted that indicate activities in 

public places (e.g. public concerts and market days) provide people with a source of enjoyment and 

stimulation, as well as a sense of community79.  

The cultural facilities also provide significant benefits for receptive participants. For example, the 

Queensland Museum survey80 found that over 70% of visitors to the museum had experienced a great 

deal of pleasure and enjoyment as a result of their visit. In the Australia Council of the Arts study, 67% of 

those surveyed indicated that some form of art
81

 helps them deal with stress, anxiety or depression.   

Participation in the arts (creative participation) is also proven to make people happier, healthier and 

increase people’s confidence, through a sense of achievement and a sense of worth. In the Matarasso 

study82:  

• 80% became more confident as a result of their involvement in the arts.  

• 77% were happier since being involved, and 

• 48% felt better or healthier since being involved.  

For many adults, one of the other most important outcomes was finding their own voice, or their courage 

to use it. Almost 8 in 10 Australians said they feel good when they can express themselves creatively and 

almost 9 in 10 Australians are inspired by the skill of a great artist83. 

                                                                            

78 Australian Expert Group in Industry Studies (AEGIS), 2004. Social Impacts of Participation in the Arts and Cultural Activities- Stage 2 Report, 

Sydney.  

79 Australian Expert Group in Industry Studies (AEGIS), 2004. Social Impacts of Participation in the Arts and Cultural Activities- Stage 2 Report, 

Sydney. 

80 Tranter, D., 2009, Valuing the Queensland Museum: A Contingent Valuation Study, Queensland Government. 

81 In this study, the definition of art is very broad and includes visual arts (cinema) and literature (books). Australian Council of the Arts, 2010. More 

than bums on seats: Australian participation in the arts, Australian Council for the Arts, Sydney. 

82 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud. 

83 Australian Council of the Arts, 2010. More than bums on seats: Australian participation in the arts, Australian Council for the Arts, Sydney. 

more place.  

Due to these complexities, we have not attempted to transfer this willingness to pay to the Cairns Cultural 

Precinct; rather this can provide a broad indication of the value that residents may place on retaining the 

Whites Shed as a heritage place.  

Source: Productivity Commission, 2006. Conservation of Australia’s Historic Heritage Places – Inquiry Report No37, Canberra. 
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Programmes which offer creative participants genuine control over creative processes are those which 

result in empowerment and self-determination. For some, who are already at a point of looking for growth, 

they use the creative process as a springboard to a different way of seeing themselves, which leads them 

to make real changes in their lives.84  

Non-user benefits 

The social benefits discussed so far have been focussed on benefits to ‘users’ of the facilities of the 

Cairns Cultural Precinct. However, total economic value is the sum of both ‘user’ and ‘non-user’ value (see 

Appendix C). For the Cairns Cultural Centre, the ‘non-user value’ is the value attributed to the benefits 

from the arts and cultural facilities/activities accruing to persons who do not visit the facilities or participate 

in related cultural activities. This includes: 

• the value that people place on the option to visit the museum, use the open public plaza, attend the 

performing arts theatre or participate in a cultural activity located in the precinct (option value); 

• the value that people place on ensuring the cultural assets contained in the museum are available for 

future generations, as part of a shared cultural legacy (bequest value); 

• the value that people would place on knowing that cultural heritage has been protected with the 

construction of the precinct or knowing that a cultural site still exists even though it may never be 

visited (existence value); and 

• the value that people would place on the social cohesion that may result from promotion of a cultural 

activity (outside the cultural precinct).  

Table 5.33 shows an estimation of the relative ‘non-use’ values of each of the facilities in the Cairns 

Cultural Precinct as high, medium or low and compares these to the ‘use’ values. Existence and bequest 

values are likely to be of greatest relevance for iconic historic heritage places85, including museums. 

Across the facilities, the option value of using or visiting each is likely to be similar.  

Table 5.33:   Relative use and non-use values of the facilities in the precinct 

 Non-use Value 

Use Value 

Facility Option Value Bequest Value Existence Value 

Open public plaza area Medium Low Low High 

Performing Arts Centre Medium Low Low High 

Museum Medium High High High 

Whites Shed Medium High High Medium* 

*This will depend on the final use of the facility. It has been assumed that the facility will be used ‘part-time’ as an extension of the 

museum.  

 

Previous research by the Queensland Museum has found that, 93% of non-users of the Queensland 

Museum expressed a willingness to pay to either maintain the current facilities (52%) or enhance the 

                                                                            

84 Matarasso, F., 1997. Use or Ornament? The Social impact of participation in the arts, Comedia, Stroud. 

85 Productivity Commission, 2006. Conservation of Australia’s Historic Heritage Places – Inquiry Report No37, Canberra. 
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current facilities (41%). This coincides with the 92% of respondents that either agreed or strongly agreed 

that Queensland Museum does important things for the people of Queensland (users and non-users). This 

is because non-users perceive benefits of museums in communities, which is a mixture of option, bequest 

and existence values.86  

Of those surveyed, 89% agreed or strongly agreed that in the future, they might want to visit one of the 

museums or use one of Queensland Museums’ services. In addition, 89% agreed or strongly agreed (0% 

disagreed or strongly disagreed) that the Queensland Museum will leave an important legacy to future 

generations. This implies that even non-users of the proposed museum in the precinct, place a value on 

both having the option to use the museum services in the future and being able to pass on significant local 

cultural heritage to future generations.  

                                                                            

86 Tranter, D., 2009, Valuing the Queensland Museum: A Contingent Valuation Study, Queensland Government. 

Valuing the Queensland Museum: A Contingent Valuation Study 

In 2008, the Queensland Museum commissioned a Contingent Valuation Study to determine the public 

value of the Queensland Museum. As well as eliciting economic values expressed in dollar amounts, the 

CVM also investigated a range of non-market values important to both users and non-users of the 

Queensland Museum.  

Overall, 1,174 surveys were undertaken across four regions, three of which reflected the location of 

Museum’s campuses: 

• Brisbane/Ipswich, (Qld Museum Southbank, The Workshops Rail Museum Ipswich); 

• Toowoomba (Cobb+Co Museum);  

• Townsville (Museum of Tropical Queensland); and 

• The rest of Queensland. 

The sample groups that were surveyed included museum visitors to campuses in each location, non-

visitors in local target areas and other Queensland residents. It was expected that the ‘rest of 

Queensland’ contained lower user numbers than the other locations.  

• Results from the CVM can be regarded as ‘robust’ and in terms of the public value of the 

Queensland Museum, the study concluded the following: 

• The average “Willingness to Pay” (WTP) for existing Queensland Museum products and services 

was $12.65 per adult, per annum* this is twice that reflected in current government funding for day 

to day operations. 

• Three quarters of the sample were in favour of increasing funds to provide additional services 

(infrastructure developments at the four existing campuses). The one-off WTP for these additional 

services (costing $24 million) was $16.43. Based on the total number of households in 

Queensland, this amounts to $27 million.  

An extremely high portion of non-users (93%) of the museum still indicated a WTP for existing or future 

services.  

It is proposed that the museum at the Cairns Cultural Precinct will be a new campus of the Queensland 

Museum and therefore these results can provide an indication of the willingness to pay for the proposed 

services. However, we have not attempted to transfer this willingness to pay to the Cairns Cultural 
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5.2.4   Education and skills training 

Participation in arts and cultural activities can have a direct impact on the improvement of education and 

training outcomes for communities. The benefits of participation at arts and cultural facilities accrue to a 

number of groups within the community, from professional performers themselves (creative participants) 

to consumers whose participation is merely receptive. These benefits accrue through a variety of forms, 

such as: 

• knowledge sharing; 

• increased collaboration; 

• cultural appreciation; and 

• skill development. 

The Cairns Cultural Precinct will likely foster and encourage further participation in arts and cultural 

activities (both creative and receptive participation), thereby harnessing these associated benefits. 

Professional artists and performers 

For artists and performers that participate creatively in artistic and cultural centres, knowledge sharing and 

increased collaboration will have benefits for their skills and techniques. Performance art centres facilitate 

an environment where artists are exposed to colleagues with different skill sets and methods and 

encourage artists to exchange ideas and build upon their skill sets.87 These effects will reverberate more 

greatly when the artists they are exposed to are based in other parts of the world, thereby bringing with 

them a unique perspective that local artists may not have been exposed to otherwise.  

For Cairns artistic and cultural development, the international exposure that the precinct will generate will 

have significant benefits in this area. With the Current Civic centre being simply too small and the 

infrastructure lacking to cater for larger events, a venue with greater capacity and vastly improved 

infrastructure will arguably attract international participation that the centre currently lacks. Stakeholders 

have specifically stated that the low capacity of the Civic Theatre in particular is a fundamental reason for 

performances and shows to not coming to Cairns.88One of the aims of the project is the development of a 

cultural precinct that will be of international significance in the region or as described in the Savills report 

“to establish Cairns as a cultural hub for the pacific rim.”89 With this international focus in mind the precinct 

will be able to cater for and attract international performers and exhibits, further enhancing the education 

                                                                            

87 Savills project management  ‘Strategic Assessment of Service Requirements’  May 2011 pg 47 

88 Savills pg 17 

89 Savills, pg 5 

Precinct as there are a number of other facilities that should be considered.  

*The survey questions were phrased in terms of per adult, however if people made decisions about museums and cultural 

institutions as a ‘household expense’, then per household analysis can be used. Either way, the WTP was estimated as greater 

than the current level of funding.  

Source: Tranter, D., 2009, Valuing the Queensland Museum: A Contingent Valuation Study, Queensland Government. 
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and skills of local artists that will gain the opportunity to work collaboratively with these international 

guests.  

One of the key objectives of the new precinct is to develop awareness within both the local community, 

and the wider Queensland community of the historical significance and value of far north Queensland. 

Knowledge sharing plays an important part in the achievement of this objective. By enhancing the 

opportunities for local and international, including inter-state, performers to collaborate, these performers 

will gain a better appreciation of the history and culture of the area. Through working collaboratively 

together and sharing ideas and techniques, these performers will be able to gain a unique insight into the 

culture that the region has to offer and also the opportunity to actively participate in the expression of that 

culture.  

Receptive participation 

Some studies argue that exposure to museums, even solely through receptive participation, can help to 

promote learning.90 A study by the ABS argues that, through the provision of information and the 

cultivation of an effective learning environment, receptive participation will result in an improvement in the 

ability to learn, think critically and to be more innovative in other areas such as communication and 

organisational skill based tasks.91 Exposure to museums is also said to promote cultural awareness by 

introducing consumers to cultures other than of their own, prompting them to delve deeper in their current 

understanding and invoking a sense of curiosity. For example, a survey of visitors to the Queensland 

Museum found that 45-65% of visitors felt that the exhibits invoked their curiosity, while 56-66% believed 

that they had discovered a new perspective.92 Cultural appreciation helps to promote critical thinking and 

tolerance, allowing the individual to be exposed to different ideas and views that they would normally not 

be open to. These skills are easily transferable to the work place and can have significant learning 

benefits for the consumer. 

Receptive participation by consumers in the performing arts also has educational and training benefits 

similar to those obtained through exposure to museums. Participation in the performing arts is said to 

have a direct impact on the creative abilities of consumers and lead to enhanced imagination, vocabulary, 

confidence and social inclusion.93 The essence of this argument is that participation in the performing arts 

promotes creative thinking and encourages participants to engage in a world that they would not normally 

be exposed to. Participants are therefore able to achieve improved learning outcomes, either through 

learning new things, increasing their knowledge in areas they were unfamiliar with or being challenged by 

new perspectives.  

Research has shown that receptive participation in the visual arts through, for example, art galleries, also 

has significant benefits. A study by the Department for Culture Media and Sport in the UK found that 

attendance at galleries led to a release of latent creative abilities and enhanced imagination, vocabulary 

and self-expression, leading to increased confidence and social inclusion.94 These are significant benefits 

in the education and learning sphere that the Entertainment Precinct can harness by simply exposing the 

regional community to greater in the visual arts through the Cultural Precinct. 

                                                                            

90 ABS, Arts and Cultural Heritage in Australia – Key issues for an information development Plan – Discussion Paper,’ Canberra 2006  pg 32  

91 ABS, pg 29 

92 Queensland Government, ‘Valuing the Queensland Museum’ 2008 pg 31 

93 Cultural Ministers Council- Statistics Working Group ‘Social Impacts of participation in the Arts and Cultural Activities’ University of Western 

Sydney 2004  pg 25 

94 Department for Culture Media and Sport, ‘Centres for Social Change: Museums, Galleries and Archives for All’ London 2000 
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An objective of the precinct is that ultimately it will play a role in supporting regional growth. As established 

earlier the precinct will enable the local community to participate in a variety of cultural avenues. The 

confidence and skills that participants obtain through this receptive participation will be improve their ability 

to perform effectively both in and out of the workforce. Having a local population that is better able to think 

critically, is more culturally aware and confident will enable the Cairns region to grow and better respond 

to the challenges associated with that growth.  

One of the sought outcomes of the Cairns precinct is a “significant improvement in the cultural vitality - 

community education, engagement and employment – of the Cairns economy”95. With the improved visitor 

exposure to unique knowledge and learning and the envisaged enhanced cooperation and partnerships 

with other cultural, museum and educational organisations improved cultural vitality for not only individuals 

but also the wider community will be achieved. For a regional centre such as Cairns the precinct can be 

said to be an investment in the social infrastructure of the community with improved cultural and social 

awareness. Cultural precincts have the ability to achieve this. For example the survey of visitors to the 

Queensland museum mentioned earlier found that 85-90% of visitors learnt something new while 44-53% 

believed they had learnt something useful.96 Understanding and appreciating different perspectives is key 

to improving both an individual’s and community cultural vitality with cultural centres such as museums, 

performing and visual arts facilities are well placed to assist this by providing a precinct that supports the 

creation, dissemination and validation of the arts within the local community.   

Creative participation 

Creative participation in the performing arts is said to have significant benefits for school children and 

adults. Teachers believe that exposure to the arts have a positive effect on students in a number of 

domains including: 

• Developing language skills 

• Physical coordination 

• Creativity and imagination  

• Social skills development 97 

From a teacher’s perspective participation in the performing arts contributes to the educational 

development of children. Teachers also found that when students find participation in the performing arts 

to be pleasurable, they are encouraged to acquire new skills in the arts and their general attitude to 

learning improves. This same cohort of teachers also noted an improvement in the school performance of 

5-7 year olds who participated in visual arts and music programs with progress also noticeable in reading 

and writing standards. 98   

These benefits are not only obtained by students. Studies suggest that adults participating in the 

performing arts are more encouraged to take up new training or education courses. For instance a survey 

of adult participants in cultural activities in the UK found that 37% decided to take up a training course 

                                                                            

95 Savills pg 5 

96 Queensland Government, ‘Valuing the Queensland Museum’ 2008 pg 31 

97 Matarasso F, ‘Use or Ornament? The Social Impact of participation in the arts’ Comedia 2007 pg 29 

98 Matarasso F, PG 29 



Results and discussion 

Cairns Regional Council 
PwC                                                                                                                                                         76 

while 80% stated that they had learnt new skills after being involved 99 This is not isolated to courses 

related to the performing arts with adults also being encouraged to take up training in areas with no 

connection to the arts such as accountancy, youth work and outdoor pursuits.  

It is therefore argued that performing art projects can be highly successful in making training attractive to 

people who had not previously been reached by educational initiatives. The abovementioned study also 

argues that participation in the performing arts has a role in the trend of adults going back to the education 

and training system. This is in terms of building confidence and in the acquisition of what are termed 

‘transferable skills’ for example performance skills which can be applied to a range of commercial uses 

such as those relating to the organising of events, administration and managing people. Public speaking 

skills are also developed through encouraging self-confidence and the emphasising collaborative team 

work. Given that these skills are transferable it is envisaged that this will help to support regional growth in 

far north Queensland. Re-skilling local communities and encouraging people to re-engage with the 

education system will ultimately lead to a more productive and flexible workforce that can meet the 

challenges of a growing region.  

 It is envisaged that the new Cairns cultural precinct will enable both children and adults alike to creatively 

participate in the arts. One of the objectives of the new Performing Arts Centre is to provide a place where 

cultures can participate and enjoy the performing arts. It is strongly argued that current seating capacity 

and support infrastructure is below required levels to host many school presentations, performances or 

touring groups. Meeting the needs of school children is a priority with the new precinct designed to 

address this issue. Increased participation by other non-arts groups and organisations such as senior and 

sporting groups is also part of the projects overall community engagement program. Given these 

objectives are being specifically incorporated in the design of the precinct the Cairns community will be 

able to enjoy the benefits described above.   

5.2.5   Environmental effects 

The purpose of the environmental assessment seeks to identify the extent and nature of any 

environmental issues associated with the site. In particular, this assessment should consider how the 

project options may contribute to environmental objectives. This appraisal is to inform the identification of 

costs and benefits associated with the project, as part of the broader economic assessment. 

The environmental assessment constitutes only a preliminary appraisal of environmental costs and 

benefits. This reflects that the environmental issues do not form key considerations in the preliminary 

evaluation. Further, additional detailed design information is necessary to assess some environmental 

issues. A more comprehensive assessment of costs and benefits will be performed for the detailed 

business case.   

The environmental benefits and costs associated with the Entertainment Precinct are described below.       

Site enhancement 

The site is owned by Ports North Corporation Pty Ltd and was previously used for port purposes and is 

currently unoccupied with the exception of the historic White’s Shed. The development of the 

Entertainment Precinct will result in a number of enhancements to this site. These include the removal of 

contamination as a result of former uses associated with the port, ground works (including site clearance, 
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dewatering and sediment control), construction of stormwater management infrastructure, and 

landscaping and other final site improvements.  

These works will enhance the amenity of both the Entertainment Precinct site and neighbouring sites, and 

will allow greater management of potential environment issues associated with the site (e.g. run-off, 

sediment control).   

Urban enhancement 

The development of the Entertainment Precinct will enhance urban amenity within areas adjacent to the 

site, and more broadly within the Cairns CBD. 

The Entertainment Precinct will create a third node in the urban framework of the CBD, connecting land 

use, clusters, public spaces and transport. The Precinct will provide for higher levels of connectivity 

between inner city and outer city by anchoring the city centre with the shopping centre, Shields Street, the 

lagoon, and the Port lands boardwalk. This triangle also defines a circuit of high-amenity public spaces 

along the waterfront and the city centre. 

In addition, the Entertainment Precinct will provide additional public and green space for community 

gathering. 

The Precinct will be serviced by additional public transport which may contribute to reduced congestion on 

roads.  

Sustainable design 

The Entertainment Precinct aims to achieve a 5 star Green Star rating equivalent, demonstrating 

leadership in the sustainable design of public buildings and place-making by local Government. Through 

effective specification and procurement, Council seeks to ensure that the project minimises adverse 

environmental impacts. The following are key items for consideration: 

• Technologies, measures and strategies that manage stormwater flow and quality, erosion and the 

risk of toxic chemicals being released into the environment; 

• Technologies, measures and strategies that reduce or eliminate potential harm to flora and fauna. 

• Technologies, measures and strategies that reduce air pollution. 

• Technologies, measures or strategies that deliver conservation or rehabilitation benefit for water 

ways and terrestrial habitats. 

The development is to be designed to achieve high standards to energy efficiency and water conservation, 

life cycle analysis for a selection of materials, waste minimisation, low greenhouse gas emissions and an 

operational plan to maintain the standards for the life of the building.  

Fundamental to innovative design is to be the use of initiatives and design elements to reduce the carbon 

footprint, particularly for facilities that traditionally use high levels of power for stage lighting and 

mechanical services. Further initiatives are to be the selection of water efficient fittings, waterless urinals, 

water metering, a fire-test water re-use system with temporary storage for test water, and a water efficient 

irrigation system. 

Sustainable materials should be selected including sustainable timber (FSC certified) and materials with a 

high percentage of re-cycled components. PVC products are to be minimised and waste recycling storage 

is to be included. Carpet, performance space seats, and furnishings will be selected with environmental 
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considerations in mind, including the environmental accreditation of the manufacturer, durability, re-cycled 

content, design for re-use and disassembly, packaging and life cycle. 

All insulation is to be free of ozone-depleting gases in manufacture and composition. All refrigerants in the 

design are to be zero-ODP. 

Enhancing sustainable development 

Overall, this project will contribute to the sustainable development of the Cairns City though the integration 

of sustainable design values, protection and enhancement of the natural landscape, heritage values and 

scenic amenity, and the appropriate utilisation of land. The Precinct will act as a physical and sound 

barrier between the city and wharf 7 to 8 of the Port and will contribute to the liveability of the city.   

The Precinct will provide opportunity for the improvement in existing social and community infrastructure 

and may facilitate partnerships between community organisations, business and government. An 

appropriately designed Precinct will also support economic development through careful selection of 

approaches to transportation, skill development, technological innovation, capital formation, and land use 

policies that can promote employment and a stronger local economy.  
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6  

Conclusions and findings 
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5.1     Summary of findings 

Given the tight engagement timeframes, the financial and economic appraisals have focused on those 

issues where greater insight and analysis is necessary to respond specifically to the information 

requirements of key stakeholders. That is, where the information is likely to sufficiently address the key 

government objectives and outcomes sought.  

The findings of the appraisals are summarised below.  

Financial appraisal 

The discounted cash flow analysis showed that no project option, including the base case under which the 

Civic Theatre continues operating, is the project self-funding on a purely commercial/financial basis.  

• Option 7 represents the most attractive option on the basis of the financial appraisal. While this 

option results in a worse operating result, the lower renewal cost associated with the smaller 

development area (representing only -$35 million of the NPV) results in the highest NPV. 

• For Options 2 to 6, project staging has only a minor effect on the valuation and operating results. 

Staging Options 3 to 6 produced a higher NPV and there was a negligible difference in the 

operating loss (compared to Option 2 - no staging). This reflects that the expected cost savings 

from delaying construction do not outweigh the additional construction costs incurred, and 

associated loss of revenues.  

• The choice of discount rate will have a significant impact on the project appraisal, while escalation 

rates have a moderate impact. The visitation scenarios have only a minor impact on results, 

reflecting that these have been set very conservatively and there is only a minor variation across 

each scenario. The impact of changes in Performing Arts Centre staff award rates is not significant.   

• Option 7 presents as the most attractive option on the basis of the financial appraisal. 

Economic appraisal 

The economic appraisal considers a far broader range of costs and benefits relating to social, cultural, 

economic and environmental factors associated with project options. As many of the associated costs and 

benefits are ‘intangible’, and do not have a market price, the economic appraisal has been undertaken 

using a combination of discounted cash flow analysis, quantitative analysis and qualitative assessment.  

• The discounted cash flow results must be read in line with the qualitative assessment of key indirect 

and non-market benefits that cannot be appropriately quantified in a CBA of a cultural project like 

the Cairns Entertainment Precinct. While all of the project options generate a negative NPEV and a 

BCR less than 1, these metrics have only been calculated on the basis of the impacts that have 

been able to be monetised in this assessment – that is, the direct expenditures under the 

construction and operational phases of each Option.  

• As stated in the PAF, if an economic argument is to be made for this sort of facility, the greatest 

weight should be given to the crucial non-market impacts (such as increased social cohesion and 

quality of life, arts and cultural heritage appreciation, increased education and training facilities and 

health improvement) regardless of whether they are quantifiable. 

• Direct expenditures associated with operation of the Civic Theatre (Option 1) peak at just over $6.5 

million (year 2034). Expenditures associated with the construction and operation of the 

entertainment Precinct under Options 2 through 6 grow steadily throughout the life of the project, 

peaking at levels between $42 and $50  million (in 2041). Option 7 is the clear outlier, peaking at 

$30 million.  
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• In addition to direct expenditures, there will be significant indirect expenditures associated with the 

Entertainment Precinct. These expenditures will accrue to both the Cairns and regional economies. 

The ongoing expenditures throughout the life of the project evidences ongoing support for activity 

and employment in the arts and cultural industries, together with activity and employment in Retail 

Trade and Restaurant/Catering industries. A significant portion of the direct (and indirect) 

expenditure that may be anticipated in the operational phase will be driven by tourism activity. 

• While only a portion of the costs and benefits (i.e. direct expenditures) accruing to the Cultural 

Precinct have been quantified in this economic assessment, supplementary qualitative analysis 

suggests that there may be significant flow-on economic benefits that may be harnessed, both 

market and non-market. While there may be some question as to the extent of the flow-on 

economic benefit of the project during the construction phase (depending on the capacity of the 

economy at the time), significant economic benefits may be realised during the operational phase of 

the Project.  

• In light of the key objectives sought by Council and Government, particular weight should be given 

to the social and educational benefits that have been described. In particular, the Entertainment 

Precinct will have the capacity to increase social cohesion and enhance health and well-being for 

both those in the Cairns community and those attracted to the area. It will promote stable, co-

operative and sustainable communities that encourage intergenerational and intercultural 

interaction. 

• The Precinct will also create greater awareness, within both the local community and wider 

Queensland and Australian communities, of the historical significance and the value of Far North 

Queensland’s rich cultural diversity. 

• Participation in arts and cultural activities can have a direct impact on the improvement of education 

and training outcomes, not only for performers and artists, but also for consumers whose 

participation is merely receptive. It promotes knowledge sharing, increased collaboration, cultural 

appreciation and skills development. The Cairns Cultural Precinct will likely foster and encourage 

participation in arts and cultural activities, thereby harnessing these associated benefits. 

• The development of the Cultural Precinct will enhance urban amenity of the Precinct site, areas 

adjacent to the site and more broadly within the Cairns CBD. It will contribute to the sustainable 

development of the Cairns City through integration of sustainable design values, protection and 

enhancement of the natural landscape and appropriate utilisation of the land. 

• The social and educational benefits associated with the Entertainment Precinct will be similar for 

Option 2 to 6. However, these benefits would be maximised through the early development of 

facilities, particularly the performing arts and museum facilities given the current limitations of the 

existing Civic Theatre, and absence of a regional museum. The same level of social and 

educational benefit would not be achieved under Option 7 whereby the performing arts complex 

would comprise only a single performance space, and the museum facility would not be 

constructed.  

• Combining the higher BCR for Option 2 with this option’s expected superior performance 

(relative to Option 7) on social and educational benefit outcomes, Option 2 presents as the 

preferred option from the economic appraisal. 

 

Having regard to the combined financial and quantitative and qualitative findings of 
the economic appraisal, Option 2 presents as a preferred option, at this preliminary 
stage. However, acknowledging the reliability of preliminary data, and the relatively 
narrow differentials between various options, Council may like to consider more 
than Option 2 in evaluation phases that follow. 
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5.2     Next steps 

This report will contribute to the preliminary evaluation document to be prepared by Savills and Cairns 

Regional Council. The preliminary evaluation will inform a submission for funding to the Cabinet Budget 

Review Committee in late August. From this, a decision will be made to proceed with the preparation of a 

detailed business case for the preferred project option.  

In preparing the detailed business case, it is recommended that all assumptions/inputs are revisited and 

refined (as necessary) as the preferred project option is progressed. It should be noted that any material 

changes to assumptions/inputs may invalidate the results of this report. For example, depending on 

changes to the preferred project option, it may be necessary to revisit the expected costs/revenues, timing 

and demand associated with facilities proposed for the Entertainment Precinct.   

For the detailed business case, it will also be necessary to ensure that inputs achieve a P90 level of 

reliance.  

Some specific areas of focus include: 

• examination of facility management options and identification of associated cost savings (e.g. in 

management, marketing, catering etc); 

• site and facility visitation and the capacity to optimise these through programming at the performing 

arts and museum facilities; 

• further refinement of sensitivity analysis to construct a number of multi-parameter scenarios; and 

• assessment of the opportunity cost of land under the Project Options for inclusion in the CBA 

framework. 
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7  

Appendices 
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Appendix A    Summary of relevant plans, policies and strategies 

 

Cairns Regional Council goals and key State Government initiatives and policy objectives have been 

drawn upon to develop the key objectives against which the project options are assessed. 

Figure 1 contains a selection of the plans, policies, strategies and guidelines at all levels of government 

align with the key outcomes sought for the development of Cairns cultural facilities. Figure 2 illustrates 

Cairns Regional Council’s key goals for the Cultural Precinct. 

 

Figure A.1: Summary of government plans, policies, strategies and guidelines 

 

 

 

 

 

 

Federal Government

State Government

Cairns Regional 
Council

• Community Partnerships Sector Plan 2010-12 (Australia Council)
• Dance Sector Plan 2010-12 (Australia Council)
• Inter-arts Sector Plan 2010-12 (Australia Council)

• Literature Sector Plan (Australia Council)
• Music Sector Plan 2010-12 (Australia Council)
• Theatre Sector Plan 2010-12 (Australia Council)
• Visual Arts Sector Plan 2010-12 (Australia Council)

• Queensland Regionalisation Strategy (DIP)
• FNQ Regional Plan 2009-2031 (DIP)
• Queensland Arts and Cultural Sector Plan 2010-13 (Arts 

Queensland)

• The Aboriginal and Torres Strait Islander Arts Policy 2009-2013   
(Arts Queensland)

• Creative Queensland (Arts Queensland)
• Visual Arts and Craft Strategy (Arts Queensland)

• Regional Arts Strategy (Arts Queensland)
• Queensland Museum Strategic Plan 2009-13 (Arts Queensland)
• Queensland Tourism Strategy 206-16
• Toward 2- Tomorrow‘s Queensland

• CRC Cultural Plan - Strengthening out Cultural Vitality 2009-
2014

• Cairns Regional Council Corporate Plan 2009-2014
• Cairns Regional Council Draft Community Plan
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Figure A.2: Cairns Regional Council goals for the Entertainment Precinct  

 

To meet 
community need

Current and future 
community need for 
arts facilities are 
identified and met 

through the Precinct

Current and future 
community need for 
cultural facilities 
are identified and 
met through the 

Precinct

Current and future 
community need for 

recreational 
facilities are 

identified and met 
through the Precinct

To achieve the 
highest and best 
use for the land

Enhance urban 
structure and 

l iveability of Cairns

Complement 
adjacent facil ities

Create potential to 
stimulate adjacent 

development

To ensure design 
excellence and 
accessibility

Efficient, clever and 
functional design that 
expressly responds 
to the community’s 

needs

Accessible by all 
sectors of the 
community, 

regardless of age or 
cultural or financial 

circumstances

Architecture that has 
iconic status

To encourage 
community 
critique and 
comment

Equal opportunity for 
all community 

sectors to review and 
critique the plans

Open and 
transparent 

communication with 
the community

Community comment 
to be welcomed 

through the design, 
construction and 

operational phases

To reflect the 
character of the 
Cairns Region 

and North 
Queensland

The region’s 
Indigenous cultural 

heritage to be 
reflected in the 

Precinct

Contains references 
within the internal 

spaces to the diverse 
past and cultural 
richness of the 

region

Creates a strong 
sense of respect and 

belonging

To support 
economic growth

Improved 
employment 
opportunities

Improved business 
viabil ity

Opportunities for 
training and 
pathways to 
employment

To ensure 
responsible 

financial 
management

Implement strategies 
to minimise end 

costs
Maximise value

Ongoing review of 
plans to ensure 
applicable cost 

parameters are met

To identify and 
manage risk

Identify and define 
events that could 
prevent project 

delivery

Identify and define 
events that could 

delay project 
delivery

Maintain ongoing 
assessment and 

reporting of possible 
risks

To deliver the 
project efficiently 

through sound 
governance and 
administration

Structured, 
transparent and 

accountable project 
management

Documentation and 
publication of 
progress of the 

project for the public

Ensure processes 
are conducted with 

fairness to all parties

To plan for 
efficient and cost 

effective 
operations

Operations and 
management in 
accordance with 

Council policy and 
guidelines

Governance 
structure that 

ensures continuity of 
focus in the 

promotion of arts in 
all forms

Governance 
structure that 

ensures 
opportunities for 

education through 
the arts

“The world’s most 
liveable city...”

A sustainable and 
l iveable city

A thriving CBD

Open space and 
educational and arts 

facili ties at a 
standard befitting of 
the communities that 

will use it
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Appendix B    Summary of assumptions 

Financial appraisal  

Table B.1: Summary of assumptions for the financial appraisal 

Assumption Description 

Visitation forecasts Three separate visitation forecasts as a measure of the Precinct’s utilisation.  Refer to Section 4.0 for further information. 

Escalation rates Separate escalation rates were forecast for: 

• Revenues 

• Renewal costs 

• Opex (excluding headcount-related opex) 

• Headcount-related opex 

Revenue and opex escalation rates were set at CPI as there was no evidence to suggest these would increase at a different rate.  

Renewals costs escalation rates were obtained from the Department of Public Works (Qld). Headcount escalation rates were set at the 

Queensland Government  increase in wages under the latest Enterprise Bargaining Agreement.  

Precinct funding contributions Federal, State and Local government funding was assumed to follow the same profile as capital expenditure. 

Philanthropic contributions, sponsorship and membership assumptions for the museum and Performing Arts Centre were provided by 

Queensland Museum and Creative Economy respectively, and escalated by CPI over the forecast period. 

Capital expenditure Capital expenditure forecasts for each of the development options were prepared by WT Partnerships in the form of fully-costed Master 

Plan estimates.  The estimates provided by WT already incorporated cost escalation, and as such were treated as nominal inputs into the 

model. 

The Master Plan costings were provided at a level of detail which easily allowed us to identify costs specifically associated with facilities.  

For costs to be shared across all facilities, apportionment occurred based on each facility’s proportion of total floor space. 

We converted these estimates into a time-based capex forecast, using staging/timing assumptions provided by Savills and applying an S-

curve algorithm. 

Operating expenditure –  

Basement carpark 

Indicative operating and management costs were provided by Savills in consultation with Secure Parking (NSW), and assume a 200-

space carpark, unmanned and with back-to-base control room monitoring. 

All other costs were sourced from Rawlinsons estimates for a suburban shopping centre, and escalated over the forecast period at CPI. 
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Assumption Description 

Operating expenditure – 

Museum 

Lift maintenance costs were provided by AECOM (in FY11 terms), and escalated at a rate of 3.5% at AECOM’s instruction. 

Insurance, security and management costs were sourced from Rawlinsons estimates for a suburban shopping centre, and escalated over 

the forecast period at CPI. 

All remaining opex estimates were provided by the Queensland Museum, and escalated over the forecast period. 

Operating expenditure – 

Whites Shed 

Operating costs associated with renting Community Hub floor space were derived from the mid-points of estimates provided by two 

Knights Frank consultants and one CBRE consultant to Savills.  These estimates were escalated by CPI over the forecast period. 

All other costs were sourced from Rawlinsons estimates for a suburban shopping centre, and escalated over the forecast period at CPI. 

Operating expenditure – 

Community Hub 

Operating costs associated with renting Community Hub floor space were derived from the mid-points of estimates provided by two 

Knights Frank consultants and one CBRE consultant to Savills.  These estimates were escalated by CPI over the forecast period. 

All other costs were sourced from Rawlinsons estimates for a suburban shopping centre, and escalated over the forecast period at CPI. 

Operating expenditure – 

Performing Arts Centre 

Operating costs associated with renting Community Hub floor space were derived from the mid-points of estimates provided by two 

Knights Frank consultants and one CBRE consultant to Savills.  These estimates were escalated by CPI over the forecast period. 

Insurance, cleaning, security, repairs & maintenance expense and management expense were sourced from Rawlinsons estimates for a 

suburban shopping centre, and escalated over the forecast period at CPI. 

All other cost estimates – including salary costs under both the award rate and current Council rates – were provided by Creative 

Economy. For Option 6a, operating costs were apportioned between performance space 1 and performance space 2 on the basis of 

seating numbers.  

Operating expenditure – 

Public Plaza 

Lift maintenance costs were provided by AECOM (in FY11 terms), and escalated at a rate of 3.5% at AECOM’s estimate. 

Hard and soft landscaping cost estimates were provided by Design Landscapes, and calculated on a $ per sqm per visit basis. 

All other costs were sourced from Rawlinsons estimates for a suburban shopping centre, and escalated over the forecast period at CPI. 

Revenues –  

Basement carpark 

Carpark entry fees were set at a level commensurate with other existing carparks within the Cairns CBD. Entries were set at 1.5 per day.  

Revenues –  

Museum 

All revenue assumptions have been provided by Queensland Museum, and escalated over the forecast period at CPI. 

Revenues – Rental revenue assumptions were derived from the mid-points of estimates provided by two Knights Frank consultants and one CBRE 
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Assumption Description 

Whites Shed consultant to Savills.  These estimates were escalated by CPI over the forecast period. 

Revenues – 

Community Hub 

Rental revenue assumptions were derived from the mid-points of estimates provided by two Knights Frank consultants and one CBRE 

consultant to Savills.  These estimates were escalated by CPI over the forecast period. 

Revenues – 

Performing Arts Centre 

All revenue assumptions have been provided by Creative Economy, and escalated over the forecast period at CPI. 

Revenues – 

Public Plaza 

N/A – the Public Plaza does not have any associated revenues. 

Renewal costs Renewal costs – the cost associated with maintaining facilities to a required service standard – have been forecast annually at 2.5% of 

the initial capital cost, equating a useful life of 40 years to the Precinct and representing a consensus view from the Department of Public 

Works (Qld) and WT Partnership. Renewal costs are escalated at a rate of 5.00% per annum, which is the annual increase recommended 

by the Department of Public Works (Qld). 

Terminal values It is reasonable to expect the Precinct continues to operate beyond 2041.  The value associated with future cash flows beyond this point 

have been calculated within each facility’s terminal value.  The replacement cost of each facility has been used as a proxy, calculated as:  

Capital Cost – (Useful Life ÷Years in Operation) 

Civic Theatre operations The cash revenues and expenses for the Civic Theatre were estimated by escalating the FY11 revised budget figures by CPI over the 

forecast period. 

Renewals expense each year was estimated at an annual cost of $2,720 per sqm (FY11 $), sourced from Rawlinsons cost estimate for a 

small theatre.  This is escalating by CPI throughout the forecast period. 

Under each of the Entertainment Precinct development options the Civic Theatre is decommissioned on 1 January 2016 and sold for $8 

million, in line with assumptions previously provided by CRC to Queensland Treasury Corporation. 

Project NPV NPVs for the development options were developed using a discounted cash flow methodology and the time-based outputs of the capital 
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Assumption Description 

expenditure, operating costs, revenues, renewal costs, proceeds from the sale of the Civic Theatre, and the project discount rate. 

The choice of discount rate is an important determinant of the value of public projects. Notwithstanding, there significant disagreement on 

the appropriate discount rate to use to calculate present value. Academics, cost-benefit guides and textbooks give widely conflicting 

advice. The Productivity Commission recently looked at this issue in detail as part of a research paper. 
100

  

As guidance, the Commonwealth Office of Best Practice Regulation uses 7 per cent real (with sensitivity testing at 3 and 11 per cent). 

Infrastructure Australia recommends cost-benefit studies submitted to it should use ‘real risk free’ discount rates of 4, 7 and 10 per cent. 

Previously, Queensland Treasury recommended a real discount rate of 6 per cent, but now requests that it be consulted over the 

appropriate rate (mainly to determine the appropriate risk premium). 

A nominal discount rate of 9.67% was used to assess each option.  This was derived from a real discount rate of 7.00% and an inflation 

rate estimate of 2.50%, using the Fisher equation: 

(1 + nominal rate) = (1 + real rate) x (1 + inflation rate) 

Related measures calculated by the model include the internal rate of return (IRR), which represents the discount rate required to 

generate an NPV equal to zero, and the project’s payback period. 

 

                                                                            

100 Harrison, M. 2010, Valuing the Future: the social discount rate in cost-benefit analysis, Visiting Researcher Paper, Productivity Commission, Canberra. 
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Appendix C     Valuation of non market economic impacts 

Key economic concepts to keep in mind 

Valuing Non-Market Impacts 

Developing the cultural character of the Cairns area would have both market and non-market impacts. 

Arts/cultural activities or facilities may provide value to, for example, those who visit galleries and attend 

performances, together with those who do not visit a facility or activity, but gain some value from its 

existence. In fact, cultural activities and facilities may be valued for a variety of intangible benefits that do not 

require a person to actually visit or participate in them. People may gain benefit from, for example, the option 

to participate in a cultural activity or the chance to bequeath cultural assets, as part of a shared cultural 

legacy (i.e. intergenerational value). 

Such non-market impacts should undergo some form of valuation for inclusion in an economic appraisal of 

this nature. Where market values are not available for an identified cost or benefit, there are a number of 

approaches to attributing a value, the most common of which is utilising “Willingness to Pay” (WTP) and 

“Willingness to Accept” (WTA) metrics.101 

The value a consumer places on an increment of a particular service is reflected in the consumer’s 

willingness to pay for that service or willingness to accept compensation for its loss. The amount of the WTP 

or WTA depends to a large extent on the levels of income available to the consumers of the goods or 

services.  

Techniques to establish monetary values to non-market impacts generally involve inference of a price. This 

may be achieved via a revealed preference approach, which involves inferring an implicit price revealed 

indirectly by examining consumers’ behaviour in a similar or related market; or a stated preference approach, 

which involves obtaining estimates of WTP through conducting surveys and interviews. 

Total Use Value 

Total economic value of a good or service can be defined by the amount of money an individual is willing to 

pay for that good or service (WTP) or the amount of money an individual is willing to accept (WTA) as 

compensation for forgoing the good or service.  

Many goods and services are exchanged on a market, which automatically reveals an appropriate value. For 

example, in the entertainment precinct, the price of entry to the museum or a performing arts event could be 

used to represent the market value of each of these services. These market prices, however, are capable of 

revealing only the ‘use-value’ of the total economic value, which people derive from direct use of the good or 

service. In the case of arts and cultural heritage, the ‘use-value’ of these services is commonly related to 

social benefits (personal enjoyment and pleasure) or educational benefits (learning new things).  

The other component of total economic value is the ‘non-use’ component. This refers to the value that people 

derive from goods and services independent of any use (present or future). Non-use value includes option 

value, existence value and bequest value.  

                                                                            

101
 The UK “Green Book” – Overview of CBA; The Green Book also refers to a “Willingness to Accept” (WTA); B. Frey, ‘The evaluation of cultural heritage: 

Some critical issues’, in M. Hunter and I. Rizzo (eds), Economic Perspectives on Cultural Heritage, St Martin’s Press, New York, pp. 31-49. 
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• Option value is the value that a non-user places on having the option to use a particular good or 

service. For example, there will be people that will not directly use the services of the entertainment 

precinct (non-users) but would place a value on having the option to use the services in the future.   

• Existence value reflects the benefits from simply knowing that a certain good or service exists. For 

example, the value that people would place on knowing that cultural heritage has been protected with 

the construction of the entertainment precinct or knowing that a cultural site still exists even though it 

may never be visited.  

• Bequest value refers to benefits from ensuring that certain goods will be preserved for future 

generations. For example, museums are considered an important legacy to future generations and 

people place an additional value on ensuring that they are available for future generations.  

There are other benefits that may accrue to non-users including the benefits of social cohesion that may 

result from promotion of a cultural activity.  

Figure C.1: Total economic value of cultural infrastructure 
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Appendix D    Key sources used for assessment of social benefits 

Table D.1: Summary of key studies chosen for detailed consideration 

Publication Description Relevance according to criteria 

Matarasso, F., 1997. Use or 

Ornament? The Social impact 

of participation in the arts, 

Comedia, Stroud. 

Use or Ornament? addresses the social impact of participation in the 

arts. Case study research was undertaken in the UK and USA. A 

series of working papers on various aspects of social impacts of the 

art, including research in Australia was also published. The 

methodology included questionnaires, interviews, formal and informal 

discussion groups, participant observation and other survey 

techniques, as well as desk research.  

The research divided the social impact of participation in the arts into 

six different themes, relating to people as individuals or community 

change.  

Matarasso's study has played an important role in establishing a belief of 

the social benefits from participation in the arts. The study was carried out 

across a range of countries and types of arts and cultural activities. One of 

the projects studied was in Australia. Although this paper was published in 

1997, it is still considered very influential and cited in many more recent 

studies.  

The Cairns Cultural Precinct will encourage participation in arts and cultural 

activities and therefore this study can provide an indication of the various 

social benefits expected.  

Tranter, D., 2009, Valuing the 

Queensland Museum: A 

Contingent Valuation Study, 

Queensland Government. 

In 2008, the Queensland Museum (QM) commissioned a Contingent 

Valuation Study to determine the public value of the Queensland 

Museum (four campuses).  

Their findings incorporated a WTP estimate for existing services and a 

WTP for new developments (expansions to existing museums). 

The CVM also investigated a range of non-market values important to 

both users and non-users of the Queensland Museum.  

 

The museum in the Cairns Cultural Precinct is proposed to be QM campus. 

Therefore, the results from this survey apply directly to this economic 

assessment.  

An independent economic advisor (Professor Throsby) led the project with 

the assistance of an independent consultancy firm that undertook the web-

based study. The study conformed to best practice models and can be 

considered robust.  

The study was published in 2009. 

Australian Council of the Arts, 

2010. More than bums on 

seats: Australian participation 

in the arts, Australian Council 

for the Arts, Sydney. 

 

The Australia Council aims to generate research that creates value for 

the arts sector, which adds new knowledge to the field, and provides 

insight and direction for policy, practice and innovation.  

This research provides a comprehensive picture of the way 

Australians are involved in the arts and helps us to understand 

audience attitudes and values and the ways these impact on 

participation and attendance. 

This is a very recent study, published in 2010. It can be considered robust. 

The Australia Council Study defines ‘arts’ more broadly than the services 

offered in the cultural precinct (i.e. ‘The arts include visiting art galleries, 

circus, street arts, painting, crafts, as well as reading books and creative 

writing. Involvement may even have been through the internet.’)  
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Publication Description Relevance according to criteria 

Australian Government, 

Productivity Commission, 

2006.  Conservation of 

Australia’s Historic Heritage 

Places- Productivity 

Commission Inquiry Report 

No 37, Canberra.  

The Productivity Commission published an inquiry report on the 

conservation of Australia’s historic heritage places in 2006. It 

examined a number of issues surrounding the conservation of 

heritage places, including measuring their benefits and value.  

 

This recent publication directly relates to places of historic importance in 

Australia. Given that the Whites Shed is heritage protected; this study 

directly applies to the development of the Cairns Cultural Precinct.  The 

choice modelling of historic heritage places (to determine a WTP), referred 

to in this document was carried out by the Allen Consulting Group (an 

independent body) using a clear methodology and large sample size.  
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Table D.2: Summary of findings from other investigations  

 

Users / 

Participation 

Type 

Methodology to 

quantify 

incremental 

number of ‘Users’ 

Key social benefits from other investigations  

Increased social 

cohesion 

Increased local image 

and identify 

Increased 

appreciation of arts 

and culture 

Increased health and 

well-being’. 

Increased education 

and skills 

A
r
ts
 a
n
d
 C
u
lt
u
r
a
l 
U
s
e
r
s
 

Creative 

participation 

(Professional artists 

/ performers) 

Estimates of the 

number of new 

performances  

Qualitative Review 

Only 

N/A N/A Qualitative Review 

Only 

TBA 

Creative 

participation (non- 

professional 

including school 

children and adults) 

Estimate of creative 

participation   

91% of adult 

participants made new 

friends (Matarasso)  

56% learnt about other 

people’s cultures 

(Matarasso) 

53% become keen to 

help in local projects 

(Matarasso) 

27% felt differently 

about the place 

where they lived after 

being involved.  

(Matarasso)  

87% became 

interested in 

something new.  

85% said they would 

like to be involved in 

more art and cultural 

activities (Matarasso) 

80% became more 

confident  

77% were happier 

since being involved  

60% were encourage to 

try something new as a 

result (i.e increased 

self-esteem) 

48% felt better or 

healthier (Matarasso) 

TBA 

Receptive 

participation - 

Museum 

(Consumers)  

Estimate of attendees 48%- 62% shared 

some of their 

knowledge gained with 

other people 

(Queensland Museum) 

34% - 57% 

experienced 

‘connection with the 

stories of other 

people’s lives and 

achievements’ 

(Queensland 

Museum) 

62% - 71% gained an 

appreciation of 

historic events 

(Queensland 

Museum) 

45% and 65% got 

curious about finding 

out more about some 

things’ 

15% and 40% 

experienced ‘real 

beauty’ (Queensland 

Museum) 

62% - 73% 

experienced pleasure 

and enjoyment 

(Queensland Museum) 

7% and 13% ‘very 

much’ inspired them to 

make something of 

themselves 

(Queensland Museum) 

 

TBA 
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Users / 

Participation 

Type 

Methodology to 

quantify 

incremental 

number of ‘Users’ 

Key social benefits from other investigations  

Increased social 

cohesion 

Increased local image 

and identify 

Increased 

appreciation of arts 

and culture 

Increased health and 

well-being’. 

Increased education 

and skills 

Receptive 

participation – 

performing arts 

(Consumers)  

Estimate of the 

incremental number 

of attendees 

83% agree that going 

to the arts is a great 

way of spending time 

with friends (Aust. 

Council Study) 

53% agree that the arts 

helps them feel part of 

their local community 

(Aust. Council Study) 

 

71% agree that the 

arts helps us express 

and define what it 

means to be 

Australian (Aust. 

Council Study)  

 

86% agree that the 

arts help us to 

understand others 

whose lives are 

different from our own 

(Aust. Council Study)   

 

67% agree that the arts 

contributes to health 

and well-being (Aust. 

Council Study) 

TBA 

R
e
c
r
e
a
ti
o
n
a
l 
U
s
e
r
s
 Those that will visit 

the precinct for 

recreational use 

(not necessarily 

involvement in art or 

culture)  

Estimated number of 

visitors 

Qualitative Review 

Only 

Qualitative Review 

Only 

N/A Qualitative Review 

Only 
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Appendix E    Incremental Discounted Cash Flow by Option 

 

 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

The following tables provide a summary of the quantifiable elements of the cost 

benefit analysis. The format is in line with that provided in the Project 
Assurance Framework: Cost Benefit Analysis guidelines. 

All results presented in these tables are 

• Incremental to the Base Case (Option 1); 

• Discounted with the “medium” discount rate; 

• Nominal values. 

As stated in the report, when assessing the economic viability of each of the 
Project Options, these figures in these tables must be read in line with the 
qualitative assessment of the non-quantifiable social and environmental benefits 
that will likely accrue as a result of a cultural infrastructure project like the 
Cairns Entertainment Precinct. 
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Option 2

Year Ended 30-Jun-1 1 30-Jun-12 30-Jun-1 3 30-Jun-14 30-Jun-15 30-Jun-1 6 30-Jun-21 30-Jun-31 30-Jun-41

PAF Summary

Costs

Capital costs

Plant and equipment $'000s 22,278           50,753           33,573           6,449              360                 -                  -                  -                  

Buildings $'000s Renewals Capex included in here 17,869           40,921           27,026           5,083              778                 1,324              3,202              1,750              

Land $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total capital costs $'000s 40,147           91,674           60,599           11,531           1,138              1,324              3,202              1,750              

Operating costs

Employee expenses $'000s -                  -                  -                  -                  1,305              1,287              714                 397                 

Supplies and services $'000s -                  -                  -                  -                  597                 535                 249                 116                 

Other costs $'000s -                  -                  -                  -                  1,616              1,469              679                 314                 

Industry termination costs $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total operating costs $'000s -                  -                  -                  -                  3,518              3,291              1,642              826                 

Benefits

Benefits

User charges $'000s -                  -                  -                  -                  778                 867                 400                 186                 

Other revenues $'000s -                  -                  -                  -                  1,564              1,437              646                 295                 

Asset sales $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total benefits $'000s -                  -                  -                  -                  2,342              2,304              1,046              480                 

Summary

Total Costs $'000s 40,147           91,674           60,599           11,531           4,656              4,615              4,843              2,576              

Total Benefits $'000s -                  -                  -                  -                  2,342              2,304              1,046              480                 

Benefits Minus Cost $'000s (40,147)          (91,674)          (60,599)          (11,531)          (2,314)            (2,310)            (3,797)            (2,096)            

NPEV $'000s (279,955)                  NPEV

Benefit / Cost Ratio # 0.1202                      B CR

All figures are incremental to the base case; discounted using the medium discount 

rate and and nominal values.
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Option 3

Year Ended 30-Jun-1 1 30-Jun-12 30-Jun-1 3 30-Jun-14 30-Jun-15 30-Jun-1 6 30-Jun-21 30-Jun-31 30-Jun-41

PAF Summary

Costs

Capital costs

Plant and equipment $'000s 20,764           42,327           25,053           4,306              17,682           -                  -                  -                  

Buildings $'000s Renewals Capex included in here 17,328           35,495           20,955           3,490              11,089           1,292              3,203              1,800              

Land $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total capital costs $'000s 38,092           77,822           46,008           7,796              28,772           1,292              3,203              1,800              

Operating costs

Employee expenses $'000s -                  -                  -                  -                  1,302              1,287              714                 397                 

Supplies and services $'000s -                  -                  -                  -                  579                 535                 249                 116                 

Other costs $'000s -                  -                  -                  -                  1,531              1,469              679                 314                 

Industry termination costs $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total operating costs $'000s -                  -                  -                  -                  3,412              3,291              1,642              826                 

Benefits

Benefits

User charges $'000s -                  -                  -                  -                  778                 867                 400                 186                 

Other revenues $'000s -                  -                  -                  -                  783                 1,441              647                 295                 

Asset sales $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total benefits $'000s -                  -                  -                  -                  1,561              2,308              1,048              481                 

Summary

Total Costs $'000s 38,092           77,822           46,008           7,796              32,183           4,583              4,845              2,627              

Total Benefits $'000s -                  -                  -                  -                  1,561              2,308              1,048              481                 

Benefits Minus Cost $'000s (38,092)          (77,822)          (46,008)          (7,796)            (30,622)          (2,275)            (3,798)            (2,146)            

NPEV $'000s (275,044)                  NPEV

Benefit / Cost Ratio # 0.1194                      B CR

All figures are incremental to the base case; discounted using the medium discount 

rate and and nominal values.
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Option 4

Year Ended 30-Jun-1 1 30-Jun-12 30-Jun-1 3 30-Jun-14 30-Jun-15 30-Jun-1 6 30-Jun-21 30-Jun-31 30-Jun-41

PAF Summary

Costs

Capital costs

Plant and equipment $'000s 20,886           41,103           27,320           7,449              16,375           -                  -                  -                  

Buildings $'000s Renewals Capex included in here 17,167           34,237           23,365           6,491              9,942              1,203              3,197              1,930              

Land $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total capital costs $'000s 38,053           75,340           50,686           13,939           26,317           1,203              3,197              1,930              

Operating costs

Employee expenses $'000s -                  -                  -                  -                  20                   1,287              714                 397                 

Supplies and services $'000s -                  -                  -                  -                  99                   535                 249                 116                 

Other costs $'000s -                  -                  -                  -                  163                 1,469              678                 314                 

Industry termination costs $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total operating costs $'000s -                  -                  -                  -                  283                 3,290              1,641              826                 

Benefits

Benefits

User charges $'000s -                  -                  -                  -                  -                  866                 400                 185                 

Other revenues $'000s -                  -                  -                  -                  488                 1,444              648                 296                 

Asset sales $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total benefits $'000s -                  -                  -                  -                  488                 2,310              1,048              481                 

Summary

Total Costs $'000s 38,053           75,340           50,686           13,939           26,599           4,494              4,839              2,756              

Total Benefits $'000s -                  -                  -                  -                  488                 2,310              1,048              481                 

Benefits Minus Cost $'000s (38,053)          (75,340)          (50,686)          (13,939)          (26,111)          (2,183)            (3,791)            (2,275)            

NPEV $'000s (277,578)                  NPEV

Benefit / Cost Ratio # 0.1161                      B CR

All figures are incremental to the base case; discounted using the medium discount 

rate and and nominal values.
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Option 5

Year Ended 30-Jun-1 1 30-Jun-12 30-Jun-1 3 30-Jun-14 30-Jun-15 30-Jun-1 6 30-Jun-21 30-Jun-31 30-Jun-41

PAF Summary

Costs

Capital costs

Plant and equipment $'000s 19,951           42,995           26,903           4,888              18,086           -                  -                  -                  

Buildings $'000s Renewals Capex included in here 17,223           37,308           23,296           4,123              11,117           1,345              3,332              1,872              

Land $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total capital costs $'000s 37,174           80,303           50,199           9,011              29,203           1,345              3,332              1,872              

Operating costs

Employee expenses $'000s -                  -                  -                  -                  1,302              1,287              714                 397                 

Supplies and services $'000s -                  -                  -                  -                  579                 535                 249                 116                 

Other costs $'000s -                  -                  -                  -                  1,531              1,469              679                 314                 

Industry termination costs $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total operating costs $'000s -                  -                  -                  -                  3,412              3,291              1,642              826                 

Benefits

Benefits

User charges $'000s -                  -                  -                  -                  778                 867                 400                 186                 

Other revenues $'000s -                  -                  -                  -                  783                 1,446              649                 296                 

Asset sales $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total benefits $'000s -                  -                  -                  -                  1,561              2,314              1,050              482                 

Summary

Total Costs $'000s 37,174           80,303           50,199           9,011              32,615           4,636              4,974              2,698              

Total Benefits $'000s -                  -                  -                  -                  1,561              2,314              1,050              482                 

Benefits Minus Cost $'000s (37,174)          (80,303)          (50,199)          (9,011)            (31,054)          (2,323)            (3,925)            (2,216)            

NPEV $'000s (284,757)                  NPEV

Benefit / Cost Ratio # 0.1160                      B CR

All figures are incremental to the base case; discounted using the medium discount 

rate and and nominal values.
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Option 6

Year Ended 30-Jun-1 1 30-Jun-12 30-Jun-1 3 30-Jun-14 30-Jun-15 30-Jun-1 6 30-Jun-21 30-Jun-31 30-Jun-41

PAF Summary

Costs

Capital costs

Plant and equipment $'000s 21,154           41,558           27,458           7,432              16,705           -                  -                  -                  

Buildings $'000s Renewals Capex included in here 17,880           35,418           23,653           6,403              9,947              1,226              3,249              1,956              

Land $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total capital costs $'000s 39,033           76,975           51,111           13,835           26,652           1,226              3,249              1,956              

Operating costs

Employee expenses $'000s -                  -                  -                  -                  20                   1,287              714                 397                 

Supplies and services $'000s -                  -                  -                  -                  99                   535                 249                 116                 

Other costs $'000s -                  -                  -                  -                  163                 1,469              678                 314                 

Industry termination costs $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total operating costs $'000s -                  -                  -                  -                  283                 3,290              1,641              826                 

Benefits

Benefits

User charges $'000s -                  -                  -                  -                  -                  866                 400                 185                 

Other revenues $'000s -                  -                  -                  -                  488                 1,450              650                 296                 

Asset sales $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total benefits $'000s -                  -                  -                  -                  488                 2,316              1,050              481                 

Summary

Total Costs $'000s 39,033           76,975           51,111           13,835           26,935           4,516              4,890              2,783              

Total Benefits $'000s -                  -                  -                  -                  488                 2,316              1,050              481                 

Benefits Minus Cost $'000s (39,033)          (76,975)          (51,111)          (13,835)          (26,446)          (2,200)            (3,840)            (2,301)            

NPEV $'000s (281,680)                  NPEV

Benefit / Cost Ratio # 0.1148                      B CR

All figures are incremental to the base case; discounted using the medium discount 

rate and and nominal values.
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Option 6A

Year Ended 30-Jun-1 1 30-Jun-12 30-Jun-1 3 30-Jun-14 30-Jun-15 30-Jun-1 6 30-Jun-21 30-Jun-31 30-Jun-41

PAF Summary

Costs

Capital costs

Plant and equipment $'000s 23,332           21,759           12,190           9,643              7,554              120                 -                  -                  

Buildings $'000s Renewals Capex included in here 13,347           13,480           9,318              8,339              6,847              1,617              3,489              1,886              

Land $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total capital costs $'000s 36,680           35,239           21,508           17,981           14,402           1,738              3,489              1,886              

Operating costs

Employee expenses $'000s -                  -                  -                  320                 1,210              917                 714                 397                 

Supplies and services $'000s -                  -                  -                  138                 512                 399                 249                 116                 

Other costs $'000s -                  -                  -                  375                 1,439              1,068              679                 314                 

Industry termination costs $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total operating costs $'000s -                  -                  -                  833                 3,160              2,385              1,642              827                 

Benefits

Benefits

User charges $'000s -                  -                  -                  63                   631                 429                 401                 186                 

Other revenues $'000s -                  -                  -                  161                 754                 1,202              655                 298                 

Asset sales $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total benefits $'000s -                  -                  -                  224                 1,385              1,631              1,056              484                 

Summary

Total Costs $'000s 36,680           35,239           21,508           18,815           17,562           4,122              5,131              2,712              

Total Benefits $'000s -                  -                  -                  224                 1,385              1,631              1,056              484                 

Benefits Minus Cost $'000s (36,680)          (35,239)          (21,508)          (18,591)          (16,177)          (2,491)            (4,074)            (2,228)            

NPEV $'000s (269,675)                  NPEV

Benefit / Cost Ratio # 0.1042                      B CR

All figures are incremental to the base case; discounted using the medium discount 

rate and and nominal values.
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Option 7

Year Ended 30-Jun-1 1 30-Jun-12 30-Jun-1 3 30-Jun-14 30-Jun-15 30-Jun-1 6 30-Jun-21 30-Jun-31 30-Jun-41

PAF Summary

Costs

Capital costs

Plant and equipment $'000s 21,050           31,778           16,520           3,606              357                 -                  -                  -                  

Buildings $'000s Renewals Capex included in here 16,434           24,997           13,074           2,784              419                 742                 1,948              1,161              

Land $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total capital costs $'000s 37,484           56,775           29,594           6,390              776                 742                 1,948              1,161              

Operating costs

Employee expenses $'000s -                  -                  -                  -                  15                   1,210              672                 373                 

Supplies and services $'000s -                  -                  -                  -                  75                   498                 232                 108                 

Other costs $'000s -                  -                  -                  -                  147                 1,375              637                 296                 

Industry termination costs $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total operating costs $'000s -                  -                  -                  -                  237                 3,082              1,541              777                 

Benefits

Benefits

User charges $'000s -                  -                  -                  -                  -                  641                 298                 140                 

Other revenues $'000s -                  -                  -                  -                  470                 715                 342                 164                 

Asset sales $'000s -                  -                  -                  -                  -                  -                  -                  -                  

Total benefits $'000s -                  -                  -                  -                  470                 1,356              640                 304                 

Summary

Total Costs $'000s 37,484           56,775           29,594           6,390              1,013              3,825              3,488              1,938              

Total Benefits $'000s -                  -                  -                  -                  470                 1,356              640                 304                 

Benefits Minus Cost $'000s (37,484)          (56,775)          (29,594)          (6,390)            (542)                (2,469)            (2,848)            (1,634)            

NPEV $'000s (193,499)                  NPEV

Benefit / Cost Ratio # 0.1018                      B CR

All figures are incremental to the base case; discounted using the medium discount 

rate and and nominal values.
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