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1. Executive Summary
This Ultimo Investment Case (UIC) seeks capital funding of $387.5 million for the development of a Creative
Industries Hub (the 'Hub'), the proposed option, in the heritage buildings currently occupied by the Powerhouse
Museum in Ultimo.
The UIC also seeks additional recurrent expenditure, ranging from $0.07million to $5.81m per annum in the first
five years, commencing FY 2024, for the Museum of Applied Arts and Sciences (MAAS) to enable the
operations of the Museum component of the proposal.
The Hub will include a 1,500 seat Lyric Theatre and associated amenities, 4,400 sqm of Museum space and
over 3,000 sqm of commercial/mixed-use space. The UIC proposes the adaptive reuse of the heritage buildings
on the site, and a site wide development strategy encompassing the Wran and Harwood Buildings and forecourt.
The proposal enables the reactivation of the Ultimo site through the redevelopment of the heritage buildings,
whilst achieving commercial off-sets through partial divestment of the site.
The State will retain ownership of the Hub; the Museum portion of the site will be operated by the Museum of
Applied Arts and Sciences and the Lyric Theatre and Commercial space will be leased to third party
operator(s).

1.1

The Ultimo Investment Case

The relocation of the Powerhouse
Museum and the resulting vacation
of the Ultimo site presents
government with a unique
opportunity to leverage off the sites
strategic location to advance the
creative industries agenda.

Prior to the completion of the Museum of Applied
Arts and Sciences (MAAS), New Museum Final
Business Case (the 'Final Business Case'), the
Minister for the Arts directed that the Final Business
Case be extended to further explore options for the
New Museum in Western Sydney and that additional
works be undertaken to investigate the possible
retention of a Cultural Presence on the Ultimo Site
('The Project'). It is therefore the purpose of the Ultimo Investment Case to provide a range of options for the
retention of a cultural presence on the site.
This Investment Case has been developed on behalf of, and in conjunction with, the Cultural Infrastructure
Program Management Office (CIPMO), within the Arts, Screen and Culture Division of the Department of
Planning and Environment (DPE).
1.2

Case for Change

The 2014 announcement that the Powerhouse Museum would be relocated to Parramatta caused significant
concern and debate. Community affection for the site drove assertions that the museum must remain on the
Ultimo site to ensure its future. Museum data, however, overwhelming shows that visitation is stagnating and the
infrastructure is not of a standard able to support modern museological standards and practices. Further to this,
consumer preferences and demand show that there is substantial appetite for the provision of a New Museum in
Western Sydney. While a decision to deliver a New Museum in Western Sydney responds to a broad range of
NSW Government Policy and strategy, it does not counter the community discontent over the loss of a cultural
presence on the Ultimo site.
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The Ultimo site sits at the heart of one of Australia's most dense creative innovations clusters, focussed on the
cultivation of new ways of 'thinking' and 'doing' to drive entrepreneurship in learning, industry and the arts. The
cluster is anchored by premier academic institutions and a growing creative industries sector.
The Department of Industry, 'Industry Action Plan — NSW Creative Industries' 2013, aims to establish NSW,
through Sydney, as the recognised global creative centre and an Asia Pacific leader in creative industries.
Creative Industries are defined within the plan as those industries which have their origin in individual creativity,
skill and talent, and that have a potential for wealth and job creation through the generation and exploitation of
intellectual property.
The relocation of the Powerhouse Museum and the resulting vacation of the Ultimo site presents government
with a unique opportunity to leverage off the sites strategic location to advance the creative industries
agenda. The site can be redeveloped as an active hub for creativity, learning and innovation, providing
inspiration for the people of New South Wales and showcasing the best of NSW creativity to visitors from
around the world. This hub of creative endeavours can support the government in driving its arts and culture
policy and strategy agenda, as well as broader economic imperatives such as increasing Gross State
Product and strengthening tourism offerings.
The 2011 Sweet Reason 'Planning Sydney's Cultural Facilities' assessed the future needs of Sydney
(including population, tourist and participation targets) against the then current facilities. In relation to
functions that could be supported by the Ultimo site, the following facilities were recommended to be
provided as a matter of high priority; a new Lyric Theatre in the Sydney CBD; additional theatre rehearsal
space; artists' studios (residencies and experimental art); Indigenous Cultural Centre; venue for the
object/craft and design, and improvements to digital infrastructure for visual arts. A number of these
recommendations are being addressed in some capacity through current or recent arts and culture venue
changes and the impact of which has yet to be quantified.
An Ultimo Investment presents an opportunity to establish a refocused cultural centre and contribute to the
diversification of the cultural offering in the Sydney Central Business District.
1.3

Description of Project

1.3.1

Project Objectives

The following Project Objectives have been developed as a summary of the intended purpose, character and
direction of the Project. The Objectives have guided the development of the Project Options and form the
framework for their qualitative evaluation:


Ensure the potential for a new MAAS in Ultimo, complementary to key adjacent urban renewal projects;



Ensure the potential for a Lyric Theatre, responding to recommendations within the Cultural Infrastructure
Strategy, to be developed by the private sector;



Enables and encourages education, industry and research partnerships with the education sector and
creative industries;



Create a facility that has the capability to operate effectively as a cultural exhibition venue to
internationally recognised standards;



Investigate the commercial and development opportunities inherent in the site to off -set project costs;



Develop a sustainable operating model that enables revenue raising and commercial opportunities;
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 Achieved within the MAAS Project Funding envelope; without compromising the outcome for the New
Museum in Western Sydney.
1.3.2 Project Scope
The following Project Vision was provided by Governance which builds upon Government's existing
commitments and evolves the overall intent for the Ultimo site:
The Ultimo Project will revitalise the current Powerhouse Museum site, though a mixed-use redevelopment. It
will provide a refreshed arts and cultural offer— complimenting the new facilities created by the flagship New
Museum in Western Sydney.
The Precinct will provide partnership and programmatic opportunities for the existing Creative Digital
Innovation cluster in Ultimo, providing a showcase and hub for the creativity of NSW. It will maximise a
physical connectivity to Darling Harbour, the Goods Line, and through to key education and broadcasting
neighbourhoods, building on the existing strengths and legacy of the Powerhouse Museum.
The option for the MAAS facility will maintain its connection to the CBD, providing the community with
multiple front-doors' to the Museum. This opportunity will benefit the New Museum in Western Sydney
project, as it will likely reduce disruption, and ease associated project staging challenges.
1.3.3 Project Approach
Following the development of the new flagship facility for MAAS in Western Sydney, the Ultimo site will be
substantially vacated presenting Government with a unique urban renewal opportunity. Following the
development of Master Planning options for the site, Project Governance identified which portions of the site
were to be considered for divestment and which were to be retained to facilitate a potential cultural presence.
Options for the Site have therefore been considered in two parts in the UIC:


Development options (Harwood and Wran building sites): these options analyse the commercial options
available for divestment of the non-heritage parts of the site to offset the capital costs required for the Project
Options.



Project Options (contained within the heritage buildings): these options form the central focus of this
Investment Case and includes the development of a cultural presence within the heritage buildings to be
retained.

The development of Project and Development Options for the Site are influenced by the requirement to retain
key heritage items. These include: the Ultimo Power House (northern buildings) including the Pump House,
Engine Room, Turbine Hall, New Boiler house and Switch house; and the Ultimo Post Office. These
buildings have been considered in the development of the Project Options. The remaining areas considered
for divestment under the Development Options include the areas of site currently containing the Wran and
Harwood buildings.
This approach supports adaptive reuse of the Powerhouse and Post Office buildings to provide a new
cultural presence for the site and relocation of the existing collections, currently in the Harwood storage
facility, to a new purpose built facility at the Museums Discovery Centre (MDC).
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1.4

Project Options Development

1.4.1

Project Options

The existing Powerhouse Museum has not had significant refurbishment since its opening in 1988. The
heritage buildings have substantial functional and service limitations and require significant investment in
order for the buildings to be fit-for-purpose. The Project Options development process has therefore centred
on the minimum scope of works for all options being that which is required to bring the existing buildings up
to a contemporary standard, suitable for use as a public building. The options do no t contemplate any major
external changes to the heritage buildings and the basic building envelope is retained.
To enable the provision of a variety of options for Government, the following Project Options were
developed:


Option 01 Mixed Use Hub — Incorporates 6,581 sqm of Museum space, Auditoria, 3,263 sqm flexible
space for education or incubator spaces and 3,080 sqm Commercial space. Option 01 represents a flexible
mixed use program that would enable a variety of uses, and connectivity with creative industries and the
education sector.



Option 02 Refreshed Museum - Incorporates 13,920 sqm of usable Museum area. Option 02
incorporates a variety of different museum program areas which may be utilised exclusively by MAAS or in
partnership with other cultural institutions.



Option 03 Lyric Theatre and Mixed Use Hub - Incorporates a 1,500 sqm Lyric Theatre and associated
amenities, 4,426 sqm Museum space and 3,166 sqm commercial/mixed-use space. The capacity to fit a
Lyric Theatre within the Turbine Hall requires further investigation, but is considered a viable option based
upon preliminary architectural analysis.

Under all options the State will retain ownership of the heritage buildings; the Museum portion of the site will be
operated by the Museum of Applied Arts and Sciences and the Lyric Theatre, Commercial and flexible spaces
will be leased to third party operator(s).

1.4.2 The Proposed Option
Option 03, the Proposed Option will revitalise the Ultimo site, though a mixed-use redevelopment. It will
provide a renewed Museum — complementing and supporting the new facilities created by the flagship New
Museum in Western Sydney, a new Lyric Theatre and commercial space, all of which will comprise the
Creative Industries Hub. The inclusion of a new Lyric Theatre responds to the recommendation within the
Cultural Infrastructure Strategy, which identified the need to identify sites for a Lyric Theatre, to be
developed by the private sector.
The Proposed Option will provide a lively hub of activity during the day and evening, attracting students, tourists
and design enthusiasts to the museum and office spaces during the day and theatre participants in the evening.
The variety of activity proposed on the site is in alignment with government policy to encourage cultural
participation and promote growth in cultural employment. Option 03 offers the greatest activation and variety of
uses on the site, rendering it a more beneficial outcome than Options 01 and 02.

Johnstaff I The Ultimo Presence Project Ultimo Investment Case

Page

SENSITIVE: CABINET

1.5

Analysis of Proposed Option

The three Project Options were analysed against the Project Objectives and associated criteria, and benefits of
the proposal. The results are set out in detail in the body of the UIC.
Option 03 is the Proposed Project Option according to the assessments undertaken. Option 03 is the
Proposed Option as it aligns most closely with the Project Objectives and is consistent with the provision of
a cultural space in Ultimo. It responds to the community desire to retain a museum space at Ultimo and
provides Government the opportunity to address the lack of theatre infrastructure within Sydney.
The following table shows the comparative analysis of options against the Project Objectives and Benefits:
Table 1 — Analysis of Project Options Benefits and Objectives Alignment
Evaluation

Option 01

Option 02

Option 03

Project Benefits
Net Benefits

$ 560m

BCR
7-71

Objective Alignment
Project Objectives
Option Ranking
2

1.6

Financial Impact of the Proposed Option

1.6.1

Capital Costs

1

3

The capital costs have been developed by the Project Quantity Surveyor, Rider Levett Bucknall (RLB). RLB
have been the Quantity Surveyor for the Project for the Preliminary Business Case, and the Final Business
Case, which has enabled continuity in cost estimation for the duration of the Project. In carrying out their cost
estimate RLB has benchmarked all allowances for building costs against National and International cultural
projects, and has undertaken a separate study to determine appropriate exhibition fit-out costs. Lyric Theatre
costs have also been benchmarked against similar projects.

Capital Item

Option 01

Table 2 — Capital Cost of Project Options
Construction and Fit-out

Option 02

Option 03

Option 04

Demolition and Basement
Works
Mixed Used Hub
Refreshed Museum
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Capital Rem

Option 01

Option 02

$431.4m

$524m

Option 03

Option 04

Theatre Venue
Warm Shell
Museum Fitout
External Works
Total Option Costs
Total Capex

$387.4m

$96.7m

The following contingencies have been applied to the cost estimate which are appropriate to the level of
design undertaken:



10% construction design development contingency
10% construction contingency.

1.6.2

Financial Appraisal

Paxon Group undertook the Financial Appraisal, which was informed through analysis of existing MAAS financial
statements and operating assumptions provided by CIPMO and DPE. This information was used to build a
financial model for each option, utilising appropriate drivers to develop cost and revenue projections aligned to
the physical and operational nature of each Project Option.
For the purposes of the Financial Appraisal it is assumed that the State will own the entire facility under all
Project Options. It will lease the Lyric Theatre and Commercial Flexible Spaces to a third party under these
options. The MAAS Museum portion under all options will be operated by MAAS. For this reason the
Financial Appraisal separates the 'MAAS' operating position from that of the 'State.' It is assumed that there
is currently no additional Government Grant allocated to the MAAS Museum portion of the site. Under all
options MAAS would require additional Grant funding.
The following table presents the overall net present value of each option. Option 3 represents the lowest net
present cost to the State. It is preferred based on both the operating position of the MAAS Museum and other
State cash flows.
Table 3 — Overall NPV Summary
Option

Option 1

Option 2

Option 3

Revenue

$81.55m

$90.96m

$81.55m

Operating Expenses

-$130.78m

-$170.21m

-$97.16m

Net Operating Position

-$49.23m

-$79.25m

-$15.61m

State Cash Flows

$18.20m

-$3.43m

$220.97m

Capital

-$357.22m

-$427.47m

-$339.27m

Residual Value

$45.36m

$55.10m

$40.74m
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Option

Option 1

Option 2

Option 3

-$342.90m

-$455.04m

-$93.17m

The Annual Projects for Option 03 during the Project Implementation Phase is detailed in the following
table: Table 4 - The Annual Projections for Option 03 during the Project Implementation Phase
Option 3 Annual Projections - Development Phase
The Annual Operating Position for the Hub for the first five years is detailed in the following
Element

FY2019

FY2020

FY2021

FY2022

FY2023

FY2024

MAAS Revenue

$9.00m

MAAS Expenses

-$9.08m

MAAS Operating Sub-Total

-$0.07m

W
N

State Cash Flow

$302.15m
-$19.19m -$25.79m

Capital

-$77.42m

-$11.16m
$132.19m

25.79m

$121.69m

-$77.42m
$132.19m

$290.91m
$121.69m

table: Table 5 - Annual Operating Position for the Option 3 for the first five years
1.7

Economic Impact of the Preferred Option

Option 3 Annual Projections - Operations
Element

FY2024

FY2025

FY2026

FY2027

FY2028

MAAS Revenue

$9.00m

$8.80m

$8.59m

$8.74m

$9.58m

MAAS Expenses

-$9.08m

-$10.49m

-$14.40m

-$11.02m

-$10.02m

MAAS Operating Sub-Total

-$0.07m

-$1.68m

-$5.81m

-$2.28m

-$0.44m

Commercial Lease Revenue

$2.33m

$2.39m

$2.45m

$2.51m

$2.58m

$2.19m

-$0.97m

-$9.16m

-$2.04m

$1.70m

SGS Economics have developed the Economic Appraisal for the Project, in accordance with NSW
Treasury's Government Guide to Cost-Benefit Analysis (NSW Treasury, TPP 17-03, 2017) and the
Supplementary notes on Issues for the Economic Appraisal of Proposed Investments in Cultural venues.
The appraisal was supported by the outcomes of capital cost modelling provided by RLB, operational
modelling provided by Paxon Group and information provided by CIPMO, in consultation with the
performing arts industry, regarding Lyric Theatres.
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1.7.1

Economic Benefits

The Quantifiable benefits are presented in the below table. All figures are the net present value (NPV) of the
future cash flows. The total benefits of the Project Options range between $450.9m to $736.3m for the
Proposed Option.
Table 6 - Quantifiable Benefits Summary
Option 01

Option 02

Option 03

Use value

$ 40.3m

$ 50.3m

$122m

Non-use value
Producer surplus:

$ 46.3m

$ 57.9m

$ 128m

$0

$0

$ 10,316,493

$ 27.8m

$ 34.7m

$143.1m

Government revenue

$ 15.3m

$ 17m

$15.3m

Commercial lease revenue

$ 14.8m

$0

$15.2m

Divestment value

$ 265.8m

$ 265.8m

$ 265.8m

Residual asset value

$ 40.6m

Consumer surplus:

Direct
Indirect

$ 49.3

$ 36.5m

1.7.2 Economic Costs
The realisation of the Project will involve expenditure of capital and recurrent costs. The below costs summary
demonstrates that the Proposed Project Option has the lowest economic cost, whilst Option 02 has the highest.
As would be expected for the Project construction costs are the primary Economic Cost.
Table 7 — Economic Costs Summary
Option 01

Option 02

Option 03

Construction costs

$ 328.2m

$ 395,891,816

$298.8m

Lifecycle costs

$ 16.8m

$ 18,108,838

$ 24.4m

Building maintenance

$ 2m

$ 2.4m

$ 1.9m

Total operating expenses

$ 91.8m

$ 119.5m

$85m

Opportunity cost of Ultimo
site

$150m

$150m

$150m

Total costs

$ 589m

$ 686m

$ 560m

costs
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1.7.3 Results of the Economic Appraisal
The results of the CBA are provided in the below table. The results for the CBA are calculated on the basis
that all figures are in real terms are cash flows are discounted using a real discount rate of 7 per cent pe r
annum.
Table 8 - Results of the Economic Appraisal
CBA Results
Option 01

Option 02

Option 03

Total Project Costs

$450.9m

$475.1m

$736.3m

Total Project Benefits

$ 589m

$ 686m

$ 560m

Net Present Value

-$ 137.9m

-$210.8

$ 176.3

Benefit Cost Ratio

0.77

0.69

1.31

1.7.4 Qualitative Assessment of the Propose Option
The Proposed Option, Option 03 has the lowest capital cost of $387.4m.
The results of the Economic Appraisal demonstrate that the Proposed Project Option has a BCR greater
than 1, as it has the highest economic benefits and costs. This result can be interpreted as demonstrating
that for every $1 cost borne by the NSW community there is a benefit of $1.31. The Proposed Project
Option returns a positive NPV. The NPV indicates the present value of net community benefits generated by
the IU, Option 03 provides a net community benefit of over $176m in present day values.
It has the best operating position of all Project options, however additional recurrent funding will be required for
the MAAS Museum component ranging from $0.07million to $5.81m per annum in the first five years of
operations, commencing FY 2024.
1.8

Statutory Planning and Site Planning

1.8.1

Site Divestment Potential

Following the MAAS relocation to Parramatta, retention of the whole Ultimo site is not considered necessary.
Therefore pursuing divestment of parts of the site, including the Wran and Harwood buildings, will enable a
partial capital offset to the Project whilst not impacting on Government's capacity to deliver on arts and cultural
aims for the site.
The Site is located within the City of Sydney (CoS) Local Government Area and is subject to the CoS Local
Environmental Plan (LEP). Site specific constraints under the existing LEP include a maximum Floor Space
Ratio (FSR) of 4:1 and a maximum height limit of 28 meters over a large part of the site, which limits the future
potential for development on the site. As such, the key planning issues surrounding the Site have been
reviewed under the objective of achieving maximum value for the redevelopment whilst maintaining an
appropriate and considered approach to the site context. The town planning analysis determined that an FSR
range of between 4.5:1 and 4.8:1, and a building height limit of between 120m — 130m, would be
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appropriate for the Site with consideration to existing, approved and proposed developments surrounding the
site.
A Development Options Assessment (DOA) has been undertaken to review the divestment potential under
the current LEP and the nominated revised planning controls, for both commercial and residential
development. The outcomes of the DOA analysis concluded that residential development yields the greatest
divestment value form the Wran and Harwood sites under both current and extended planning controls.
1.8.2 Site Approvals Strategy
A programme acceleration strategy has been developed to gain efficiencies in the Statutory Approvals and
Project planning phase. In order to achieve an accelerated programme, it is assumed that a State Significant
Development Approval (SSDA) will be sought, with associated amendments to the existing planning controls to
enable greater development potential, with the Minister for Planning as consent authority.
It is assumed that this process will enable Development Approval for the Hub and the commencement of
approaches to market for the divestment of the Wran and Harwood buildings by end 2019 or earlier.
1.9

Programme and Implementation

1.9.1

Implementation

The planning and design analysis work for this UIC is preliminary only and has been developed to inform decision
making regarding the capital and ongoing recurrent expenditure require by Government. Concept and schematic
design development is required to ensure optimum planning within the heritage buildings and the suitability of its
future use for a Lyric Theatre.
Following the endorsement of the Proposed Option by Government, the analysis within this UIC will be
extended and refined to support the development of a Final Business Case for the Proposed Option. The Lyric
Theatre test-fit analysis indicates that this is a viable option for the repurposing of the Turbine Hall, however
these work needs to be extended upon by appropriately experienced designers and engineers specialising in
theatre design, acoustics and the adaptive re-use of heritage buildings.
CIPMO and DPE will remain the responsible agency for the development of the Final Business Case, design
development and the implementation of the statutory planning strategy.
1.9.2 Programme
A Preliminary Master Programme for the implementation of the Proposed Option has been developed to
provide an estimate of the duration of key project activities. It has been based on the high level Project
Options drawings, produced by Crone Architects and construction activity durations are estimates only
based upon this high level information. Durations within would be subject to change pending the final
design outcome and the provision of detailed documentation. The Preliminary Master Programme has been
developed with reference to the following assumptions and considerations:


the endorsement of the Project by Government in November 2017 and Gateway Approval in February
2018 have been adopted as the principal constraints for the commencement of works on the Project;



the Design Procurement activities will commence quarter 1 2018;



Final Business Case activities and additional project due diligence will commence Q2 2018;
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the Project Option and Development Option will be subject to a planning acceleration strategy as
described in Section 4. Planning approval for all development on the site is assumed to be achieved end
Q4 2019;



the principal constraint for the commencement of the Proposed Project Option is the full decant of the
MAAS collection from the heritage buildings in Q4 2020;



the principal constrain for the commencement of Development Options is the full vacation of the Wran and
Harwood Buildings. The timing rationale for the divestment of these sites is described in the DOA at
Attachment E. An indicative only timeframe for construction of a large scale development is provided, and
the duration will be dependent upon the final design and planning outcomes;



timeframes for procurement activities have been benchmarked against procurement timeframes for
projects of similar scale; and



site preparations and latent conditions allowances have been made to enable remediation of the site and to
undertake additional care with heritage buildings. This allowance may be refined as further due diligence is
undertaken.

Table 9 - The key Project milestones and activities are summarised in the following table:
Key Activity/Milestone

Commence

Complete

Government Announcement

Q4 2017

Completion of UIC

Q4 2017

INSW Gateway Process

Q1 2018

Powerhouse Closure Activities
Close Ultimo Powerhouse

Q2 2019

Wran Only Activities

Q2 2019

Q1 2020

Large Object Decant

Q2 2019

Q4 2020

MDC New Storage Facility Available

Q2 2020

Q4 2020

Ultimo Decant (Powerhouse, Wran and Harwood)

Q2 2019

Q4 2021

Interim Program Pop-ups and Touring

Q1 2020

Q4 2022

Statutory Planning (SSD and SEPP Amendment)

Q4 2017

Q4 2018

Concept Design Development and Final
Business Case

Q2 2018

Q4 2018

Development Approval Submission and Approval

Q2 2019

04 2019

Schematic Design

Q3 2019

Q4 2019

Contractor Procurement and Design Finalisation

Q2 2019

Q2 2020

Ultimo Revitalisation

Johnstaff I The Ultimo Presence Project Ultimo Investment Case

Page 11

SENSITIVE: CABINET

Key Activity/Milestone
Commence

Complete

Site Preparation Works
Main Works
MAAS Exhibition Fit-out
New Hub Open

Q3 2019

Q4 2020

Q4 2020

Q2 2023

Q2 2023

Q4 2023
Q4 2023

Site Divestment
Wran Development Approval and Approach to Market

Q4 2019

Wran New Development
Harwood Development Approval and Approach to
Market

Q3 2020

Q4 2019

Harwood New Development

1.10 Conclusion

Q3 2023

Q4 2021

Q2 2024

The overall evaluation within the UIC confirms that
Option 03, as the Proposed Project Option, will deliver on the Project Objectives and provide a number of
quantifiable and non-quantifiable benefits to the people of NSW. The Proposed Project Option responds to the
community's desire to maintain a museum presence on the Ultimo site and will also enable the development of
an exciting Cultural Industries Hub through this important urban renewal project.
The Ultimo Project will revitalise the current Powerhouse Museum site, though a mixed-use redevelopment. It will
provide a renewed Museum — complementing and supporting the new facilities created by the flagship New
Museum in Western Sydney, a new Lyric Theatre and commercial space, all of which will comprise the Creative
Industries Hub.
The renewed Museum portion will provide a focus and showcase for the Creative and Digital Industries, as
Sydney and NSW are primed for growth in the expanding global digital economy. This will provide a platform
to support the convergence of creativity, information and communication technologies through the bringing
together of design, architecture, fashion, music, film, digital media and the arts. The Museum will provide a
showcase for this creativity, and utilise and celebrate the soaring spaces of the Heritage buildings. Although
operated by MAAS, there is significant opportunity for partnership with other cultural organisations and
institutions to utilise the large touring hall, and other temporary spaces for exhibitions.
This UIC seeks capital funding of $387.5 million for the development of a Creative Industries Hub in the
heritage buildings currently occupied by the Powerhouse Museum in Ultimo. The UIC also seeks additi onal
recurrent expenditure, ranging from $0.07million to $5.81m per annum in the first five years, commencing FY
2024, for the Museum of Applied Arts and Sciences (MAAS) to enable the operations of the Museum
component of the proposal.
1 . 11 Su pp o rti n g Doc u me n ta tio n
During the development of the Museum of Applied Arts and Sciences (MAAS), New Museum Final Business
Case (the 'Final Business Case'), Property NSW commissioned an independent Study of the Highest and
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Best Use and Divestment Strategy for the Powerhouse Museum (CBRE, October 2016) (the 'Divestment
Strategy'). Some of the site due diligence reports commissioned for that study have been relied upon for the
development of the UIC and are appended in full.
To further support the delivery of the UIC, the Investment Case Consortium, the CIPMO and MAAS have
undertaken research, analytical, and technical advisory work. The reports have been used to support the
development of the Investment Case, and are appended in full:
Attachment A - MAAS Vision
Attachment B - Ultimo Presence Project Definition
Attachment C - Stakeholder Consultation Register
Attachment D - Town Planning Report
Attachment E - Development Options Assessment
Attachment F - Site Infrastructure Assessment
Attachment G - Heritage Report
Attachment H - Project Options
Attachment I - Project Cost Plans
Attachment J - Economic Appraisal
Attachment K - Financial Appraisal
Attachment L - Risk Assessment
Attachment M - Master Programme
Attachment N - Governance Arrangements
Attachment 0 - Procurement Options Assessment
Attachment P - Legislation & Technical Requirements Review
Attachment Q - Communications & Engagement Strategy
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2.

Introduction

2.1

Purpose of this Investment Case

Following the outcomes of the Infrastructure NSW, Infrastructure Investor Assurance Gate 2 review in February
2017, and substantial departmental Machinery of Government changes, Government determined that the New
Museum in Western Sydney Final Business Case would be extended to further explore options for the New
Museum in Western Sydney and that additional works be undertaken to investigate the possible retention of a
Cultural Presence on the Ultimo Site ('The Project').
In recognition of the significant work that had been previously undertaken to support the New Museum in
Western Sydney Project, and the differing level of resolution of each project, it was determined that
consideration of the retention of an Ultimo presence should be set apart from the Extended Final Business
Case (EFBC) as this discrete Investment Case. The purpose of this UIC is to therefore develop and appraise
options for the retention of a cultural presence on the Ultimo Powerhouse Museum site. This UIC provides a
site wide development strategy, planning and analysis of the adaptive re-use of the heritage buildings on the
site, and provides justification for the allocation of funds for the development of the Proposed Project Option.
The Investment Case also sets out a plan to support the detailed planning for the Ultimo Presence Project,
including the development of a Final Business Case.
The purpose of this UIC, is to outline the developed and appraised options for the retention of a cultural
presence on the Ultimo Powerhouse Museum site. The UIC sets out the:


relationship between government strategies and future development of the Ultimo site;



MAAS vision for key arts infrastructure across Sydney;



opportunities and strategic importance of the Ultimo site;



demand for further arts and culture facilities relevant to Ultimo;



site wide development strategy, through the development of Development Options;



planning and analysis of the adaptive re-use of the heritage buildings on the site, through the
development of Project Options;



justification and imperative for the allocation of funds for the development of Proposed Project Option;

The UIC has been prepared in accordance with the NSW Treasury Guidelines for Capital Business Cases and
the Infrastructure NSW Infrastructure Investor Assurance Framework (IIAF).
During the development of the Museum of Applied Arts and Sciences (MAAS), New Museum Final Business
Case, Property NSW commissioned an independent Study of the Highest and Best Use and Divestment
Strategy for the Powerhouse Museum (CBRE, October 2016) (the 'Divestment Strategy'). The site due
diligence reports commissioned for that study have been relied upon for the development of the Investment
Case where noted below. Reference has also been made within this Investment Case to the 2014 Final
Business Case for the Renewal of the Powerhouse Museum and the supporting analysis undertaken for that
Business Case.
To support the delivery of the Investment Case, the Investment Case Consortium, the Cultural Infrastructure
Program Management Office (CIPMO) and MAAS have undertaken research, analytical, and technical advisory
work, as outlined in Table 10 below. The reports have been used to support the development of the Investment
Case, and are appended in full:
Johnstaff I The Ultimo Presence Project Ultimo Investment Case
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Table 10 - Ultimo Investment Case Attachments
Study

Overview

MAAS Project
Vision

Author: MAAS and CIPMO
The MAAS Project Vision articulates the thematic focus and key
attributes of the Ultimo Presence. The Ultimo Presence will focus on
digital and creative industries.

Ultimo Presence
Project Definition

Author: Johnstaff and CIPMO
The Project Definition provides the Project Vision, Focus and
Objectives which have been used to guide project decision making
and qualitatively assess viability of the Project Options.

Stakeholder
Consultation
Register

Author: CIPMO
The Stakeholder consultation register is a record of all stakeholder
consultation meetings that have occurred during the development of
the Ultimo Investment Case. The register notes the key outcomes of
each meeting, and key stakeholders in attendance.

Town Planning
Report

Author: Ethos Urban (formerly JBA)
A Detailed urban and statutory planning study, Powerhouse Museum
Study of Alternate Uses' (JBA, 17 August 2016) was undertaken for the
Divestment Strategy.
Ethos Urban has provided updated advice with respect to statutory
planning controls, and alternate planning strategies, during the
development of the Investment Case.

Development
Options
Assessment

Author: Paxon Group
A Development Options Assessment (DOA) has been undertaken to
assess the qualitative and quantitative viability of development on the
Wran and Harwood portions of the Ultimo site.
The Development Options Assessment is supported by site master
planning modelling undertaken by Crone Architects with advice from
Ethos Urban.
Capital cost modelling has been based upon the feasibility estimates
and square metre rates provided by MBM for the Divestment
Strategy.
Divestment of the Wran and Harwood sites have been considered as a
means to reduce the overall capital requirement of the Project.

Site Infrastructure
Assessment

Author: Steensen Varming and Warren Smith and Partners
A full building Services Assessment has been undertaken to outline
the condition, configuration and compliance issues of the existing
services in and adjacent to the Powerhouse Museum. This
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Study

Attachment

Overview

assessment has informed building services requirements, and the
development of the cost estimates for the Project Options.
Heritage Advice

Author: Weir Phillips Heritage
A full heritage assessment of the site was undertaken as part of the
Divestment Strategy. The Heritage Assessment, Powerhouse
Museum site, 500 Harris Street (September 2016), reviews and
identifies the likely heritage constraints and opportunities for the site.
Weir Phillips have provided further advice with respect to the impact of
the Project options on the heritage items on the site during the
development of the Investment Case.

Project Options

Author: Crone Architects
Contributors: Steensen Varming, Taylor Thomson Whiffing, Warren
Smith and Partners

G

H

Four Project Options have been developed for the Ultimo cultural
presence. Options for a range of different uses, including museum,
commercial/flexible space and a lyric theatre have been modelled. All
project options are contained within the Heritage Powerhouse
building.
Project Cost
Plans

Economic
Appraisal

Financial
Appraisal

Author: Rider Levett Bucknall
A capital cost estimate has been prepared for each of the Project
options based upon the architectural and engineering advice. The
estimates capture all capital expenditure requirements associated
with the development of the Ultimo Presence concept options.
J

Author: SGS Economics & Planning
The Economic Appraisal has been prepared in accordance with the
NSW Government Guide to Cost-Benefit Analysis (NSW Treasury,
TPP 17-03, 2017) and the guidance note, Issues for the Economic
Appraisal of Proposed Investments in Cultural Venues August 2014.
The Economic Appraisal examines the economic benefit of the
Project Options of a refreshed museum, mixed-use facility and Lyric
Theatre options relative to a base case of no MAAS presence at
Ultimo, but assumes the presence of the New Museum in Western
Sydney.
Author: Paxon Group
The financial appraisal has been conducted in accordance with NSW
Treasury's TPP07-4 Commercial Policy Framework: Guidelines for
Financial Appraisal (Treasury 2007).
An operating model has been developed allows for the creation of
various different operating scenarios. The operating model for the
facility enables assessment of each potential option, showing all
recurrent cash flows and requirement for ongoing funding by
Government.
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Study
Risk Assessment

Preliminary
Master
Programme
Governance
Arrangements

Procurement
Options
Assessment

Overview

Attachment

Author: Johnstaff and CIPMO
The MAAS Project Risk Register has been developed to identify the
key, unique, project risk management issues and mitigation strategies
for the risks facing the Project. The Risk Register captures risks at all
project phases, from the EFBC phase through to detailed
implementation and commencement of museum operations at the New
Museum in Western Sydney and Ultimo Presence.
Author: Johnstaff and CIPM
A Preliminary Master Programme has been prepared that details the
key milestones and activities for the Ultimo Presence Project.
Author: Johnstaff
A proposed Project Governance Structure has been developed in
consultation with CIPMO that facilitates integration with the Ultimo
Presence Project.
The structure outlines the key groups, membership, responsibilities
and terms of reference for the next phase of the Project.
Author: Paxon Group
A Procurement Options Analysis has undertaken to identify the optimal
procurement model for use in the delivery and operation of the preferred
project option. A qualitative assessment against the Project specific
criteria has been conducted to enable identification of a preferred
procurement model.

Legislation &
Technical
Requirements
Review

Author: Johnstaff
A detailed review of critical technical standards and legislative
requirements and policies relevant to the development of the Project
has been undertaken. The review identifies the requirements, the
purpose of the requirement, and the stage of the Project when the
requirement may become applicable.

Implementation
Phase
Stakeholder
Communications
Strategy

Author: CIPMO and Elton Consulting
An Implementation phase stakeholder and community consultation
strategy has been developed, to out►ine the key phases and activities
from 2018-2024.
An integrated strategy has been developed for the New Museum in
Western Sydney and the Ultimo Presence Projects.
2.2

0

P

Structure of this Investment Case

This Investment Case is structured to comply with the NSW Treasury Guidelines for Capital Business Cases, and
includes the following sections:


The Case for Change (Section 03) articulates the opportunity and the benefits presented by a continued
cultural presence in Ultimo, and considers the alignment of the Project to key NSW Government policy and
initiatives;
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Analysis of the Proposal (Section 04) describes the four Project Options, and the qualitative
assessment of these options against the Project Objectives. It then goes on to analyse the cost and
benefits of the proposal, including the financial and economic appraisal of the options and risk
assessment, undertaken in accordance with the NSW Treasury Guidelines;



Implementation of the Proposal (Section 05) provides a detailed discussion of the implementation
processes and methodologies required to support the further development of the Ultimo Presence
Project. This includes a forward plan of work required to support a Final Business Case and detailed
design development.

The Investment Case is supported by the attachments detailed in Section 2.1 above.
2.3

Project Sponsors

The key sponsors for the Ultimo Investment Case are:
•


The Minister for the Arts, responsible for the direction of the Arts & Cultural policy for NSW; and
The Cultural Infrastructure Program Management Office, within the Arts, Screen and Culture Division of
Department of Planning and Environment, and the Secretary of the Department of Planning and
Environment, Chair the MAAS Project Steering Committee.
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3.

The Case for Change

3.1

Project Background

In February 2015, the former NSW Premier, The Hon. Mike Baird MP, and the former NSW Deputy
Premier and Minister for the Arts, The Hon. Troy Grant MP, jointly announced that the Powerhouse
Museum would be relocated to Parramatta.
A Preliminary Business Case process was undertaken to select an appropriate site and in April of 2016
Government identified the Riverbank Site in Parramatta as the preferred location for The New Museum
in Western Sydney. In June 2016 work commenced on the 'New Museum Final Business Case' which
contemplated the full relocation of the Powerhouse Museum, to this new site. The Final Business Case
responded to the specific requirements of Government to relocate all functions of the Powerhouse
Museum to Parramatta and investigated the complete divestment of the Ultimo site (the 'Site').
Following the outcomes of the Infrastructure NSW, Infrastructure Investor Assurance Gate 2 review in
February 2017, and substantial departmental Machinery of Government changes, Government
determined that the Final Business Case would be extended. The purpose of the Extended Final Business
Case (EFBC) was to further explore options for the New Museum in Western Sydney and to consider the
retention of a cultural presence on the Ultimo site. In recognition of the significant work that had been
previously undertaken to support the New Museum in Western Sydney Project, and the differing level of
resolution of each project, it was determined that consideration of the retention of an Ultimo presence
should be set apart from the EFBC as this discrete Investment Case.
The decision to consider the retention of a cultural presence on the Site responds to significant community
sentiment that opposed the relocation of the Powerhouse Museum and divestment of the entire site,
inclusive of the heritage Powerhouse building(s). This Case for Change therefore considers the policy
context and significant opportunity that the Project represents to revitalise this significant inner city site. The
analysis within the following section is premised upon the assumption that Government will proceed with its
commitment to develop a new flagship facility for MAAS in Western Sydney, and that only a portion of the
site, inclusive of the heritage buildings, will be retained for public use.
The two developments, at Parramatta and Ultimo, have the collective potential to support Government
policy, by focusing on improvements in the Arts and Culture sector in order to raise NSW's profile and
economy. The chance to reinvigorate and expand the creative fabric of Arts in Sydney, provides a
generational opportunity to support NSW's goals and leverage off two of Sydney's most strategic
locations; Parramatta, in the heart of the Sydney basin, and; Ultimo, adjacent the Sydney's Central
Business District (CBD) and part of Sydney's technical and creative precinct.
3.2

Policy and Strategy Context

In order to ensure strategic alignment between government priorities and this UIC a full review of key
NSW Government policies and strategy documents was undertaken. The review identified NSW
Government policies and strategies which align with the objectives of the Project and were therefore
considered in the development of the UIC. The NSW Policy and Strategy alignment paper referenced
within the UIC is provided in the Project Definition at Attachment B.
NSW Government policies strongly support the role of arts and culture in society and acknowledge that
creative participation promotes wellbeing and positively contributes to the NSW economy. In the Premiers
Priorities a pledge has been made to increase cultural participation by growing attendance at cultural venues
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and events by 15% by 2019. It is also recognised in the Priorities that increased cultural participation has
significant benefits for education, job creation and the visitor economy. In alignment with this the Destination
NSW, NSW Trade & Investment: Visitor Economy Industry Action Plan draws a clear link that supporting
tourism, business conferences and major events would support the NSW economy. This support will help to
ensure that Sydney and NSW benefit from a year-long list of events (including sporting, exhibitions and
musicals) and conventions throughout NSW.
The announcement to relocate the Powerhouse Museum to Parramatta coincided with the launch of Create in
NSW: The NSW Arts & Cultural Policy Framework 2015, the NSW Government's 10 year policy fra mework for
supporting the development of the NSW arts and cultural sector. A vision for the future is proposed in which
"arts and culture are central to the life of the state". Create NSW is focussed on ensuring NSW is the location
of choice for the mobile creative workforce and outlines an intention to support new opportunities for artists
and creative practitioners to grow, connect with peers and build sustainable careers. The revitalisation of
cultural infrastructure is therefore viewed as having a key role in supporting creative industry jobs, supporting
growth in the local and visitor economy and encouraging urban renewal initiatives.
The key policies and strategies considered in the development of the UIC are:


Premiers Priorities



Create in NSW: The NSW Arts & Cultural Policy Framework



NSW 2021: A Plan to make NSW Number One



State Infrastructure Strategy 2012 — 2032



A Plan for Growing Sydney

The collective policy review highlights that the redevelopment of the site with a renewed arts and cultural
focus aims to deliver the following outcomes in alignment with Government policy:


Increase access and participation (target 15%) in the arts to support personal and collective well-being as well
as economic benefits.



Create career development opportunities;



Support partnerships with education, training, government organisations and private sector;



Provide arts infrastructure to support the government's plan to double the visitor economy;



Strengthen Sydney's regional and global profile as a creative centre;



Support the development of the industries cluster in the Moore Park to Ultimo area, with initiatives to
share resources, support knowledge diffusion and strengthen networks and collaboration;



Improve access to suitable accommodation and venues including creative entrepreneur space. This
includes collection digitisation to enable greater reach;



Support design excellence.

3.3

The Urban Revitalisation Opportunity

A key opportunity for the State is the implementation of the Industries Action Plan so that NSW, through
greater offerings in Sydney, is recognised as a global creative centre and an Asia Pacific leader in creative
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industries'. The Ultimo Site sits at the heart of one of Australia's most dense creative innovations clusters,
focussed on the cultivation of new ways of 'thinking' and 'doing' to drive entrepreneurship in learning,
industry and the arts. The cluster is anchored by premier academic institutions and a growing creative
industries sector. An Ultimo Investment presents an opportunity to establish a refocused cultural centre
and contribute to the diversification of the cultural offering in the Sydney CBD.
The Ultimo site is located adjacent the Goods Line, one of Ultimo's key open spaces that provides a
direct pedestrian feed to the University of Technology (UTS), Central Station, Light Rail networks and
other surrounding industries. It is also proximal to the Sydney International Convention Exhibition and
Entertainment Precinct (SICEEP). The Site has excellent transport infrastructure links, is an unparalleled
development site within the clusters, contains key heritage items and is close to key cultural destinations.
It can support major development to the mutual benefit of the City, the NSW Government and MAAS
whilst leveraging off the benefits provided by nearby functions and industries.
In the 2011 Planning Sydney's Cultural Facilities report, a benchmark review of like cities with effective
cultural facilities and programs, successful integration of cultural facilities into a community was directly
noted as impacted by aggregation and integration with a relevant precinct. There are strong arguments in
favour of creating cultural precincts that are well integrated into their surrounding community, with benefits
to both the city and the facilities themselves. The Ultimo community is directly adjacent the Sydney CBD
and is in the heart of a creative and innovative environment. With the right cultural presence, and services
complementary to the creative industries that envelop it, the Ultimo Presence precinct has the capacity to
become a significant tourist attraction and be promoted as a key feature of Sydney.
The significance and scale of the Ultimo site lends it well to significant redevelopment opportunity. It has
potential to not only house a continued offering for the MAAS and other cultural institutions, but could also
be redeveloped as an active hub for creativity, learning and innovation, providing inspiration for the people
of New South Wales and showcasing the best of NSW creativity to visitors from around the world. Such a
development could accommodate a venue to support performing arts and provide tourists with access to
Australian and International musical culture, while also providing accommodation and linkages to the
creative industries. The options for the site are many and varied, and in light of this the options explored
within this UIC facilitate a wide range of offerings.
In its existing condition, the Site requires significant revitalisation and investment to support the Government
ambitions to support the creative industries sector and grow the visitor economy through increased
participation in the arts. The scale of the site offers opportunity for a significant urban renewal project,
however the full opportunity available on the Site represents a significant investment that Government is
unlikely to be willing to bear. For that reason this UIC takes the approach that the site could be divided into
smaller lots and redeveloped in such a way as to blend various uses by the private sector and retain a
cultural presence. The Project Options therefore explore opportunities to revitalise the Powerhouse building
only, to enable its continued contribution to the State's history in the fields of tourism, culture and creative
industries. This approach also acknowledges that there is significant opportunity for private sector innovation
and involvement in the revitalisation of the remaining portions of the Site, and the capacity for this
involvement to generate a funding source for the Proposed Project Option.
3.4

The Cultural Presence Opportunity

The impending development of the New Museum in Western Sydney has resulted in a timely review of the
greater vision for arts and culture, and how it can support strategic growth targets in Sydney and enable
1

Department of Industry, 'Industry Action Plan — NSW Creative Industries', 2013, p3
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increased participation, demand and enhance community outcomes. Planning Sydney's Cultural Facilities looked
at the future needs of Sydney, including population, tourist and participation targets, against the then current
facilities. In relation to functions that could be supported by the Ultimo site, the following facilities were
recommended to be provided as a matter of high priority:


venue for the object/craft and design, and improvements to digital infrastructure for visual arts;



artists' studios (residencies and experimental art);



new Lyric Theatre in the Sydney CBD;



additional theatre rehearsal space;



Indigenous Cultural Centre.

Some of these recommendations are being addressed in some capacity through current or recent arts and
culture venue changes, however significant opportunity remains for investment in the identified functions. An
Ultimo Investment presents an opportunity to establish a new cultural centre; contribute to the diversification of
the cultural offering in the CBD and balance the drivers to deliver improved access to arts and culture in Western
Sydney with Government's continued focus on Sydney CBD's cultural ribbon.
The Project offers an opportunity to generate a design hub for Sydney, linking education with creative industry,
and exhibition space with spaces for the generation of work. The generation of artist studios, and commercial
spaces targeted at creative industries will support the NSW Arts and Culture strategy, providing new space for
arts and cultural industries to develop. Establishing these flexible spaces within a cultural hub will allow related
industries to benefit from mutual interaction, enabling access to resources and research, and providing
inspiration for students and professionals.
3.4.1 Museum Offering
Museums can be powerful social institutions, benefitting the community through education and the display of
rare and unique artefacts. High quality museums are a significant driver of tourism and can specifically drive
tourists to visit a destination in their own right.
Museums will often organise around a common theme, for example science, natural history, social history,
design, contemporary culture and so forth. This can be an attractor for people with a keen interest in the subject
matter. The existing museums in Sydney provide a wide cultural offering, covering contemporary art and
culture, social history, maritime history, science and technology, natural sciences and natural history. There is
however no dedicated museum for design and creative industries.
Following the decision to develop the New Museum in Western Sydney and the announcement in early 2017
to consider the retention of a MAAS Presence on the Ultimo site, MAAS has developed a vision for a
proposed four campus model incorporating the retention of a presence on the Ultimo Site. The vision for
Ultimo is to create a DesignPlus destination, building on the existing digital and creative community in Ultimo
and providing a new powerhouse for the Creative Industries. Sydney is primed for growth in the expanding
global digital economy, and this new collection of cultural spaces will provide a nexus for creativity and
technology, bringing together NSW's leading strengths through its key themes of digital creativity, design,
architecture, fashion, film, digital media and the arts. The DesignPlus offering responds to the identified need
for a dedicated design museum suitable for the display and support of object/craft and design and spaces for
artists in residence and experimental art.
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This thematic offering will tie in with the Ultimo precinct which has one of the most dense creative innovation
clusters in Australia, one which is anchored by premier academic institutions and a growing creative industries
sector. This strategic location can support the government in its drive to further the arts and culture policy and
strategy agenda, as well as broader economic imperatives such as increasing Gross State Product and
strengthening tourism offerings.
3.4.2 Lyric Theatre
Sydney currently has three Lyric Theatres in operation: the Joan Sutherland Theatre in the Sydney Opera
House, Capitol Theatre, a historic theatre that opened in 1911, and the Sydney Lyric Theatre, as part of the
Star City Casino complex. In addition to this, there is the Theatre Royal, however it is currently closed for
extensive renovations.
The existing Lyric Theatre venues in Sydney are summarised below:
Table 11 — Existing Lyric Theatre Venues
Lyric Theatres
Joan Sutherland Theatre, Sydney Opera House

Capacity
1,507 Capitol Theatre

2,300
Sydney Lyric Theatre, Star City
Theatre Royal

2,100
1,100

The 2011 report, Planning Sydney's Cultural Facilities, observed that Sydney has limited main-stage Lyric
Theatres suitable for the presentation of opera, ballet and other major events that require large stage space, a
full-sized orchestra pit, top-class technical facilities and suitable audience capacity. The report noted that adding
capacity for a first-class Lyric Theatre is a high priority, existing theatres in the CBD are highly subscribed,
strongly suggesting that there is latent demand for another theatre, especially as the population of Sydney
continues to grow.
A 2017 Service Needs Assessment undertaken by Paxon Group concluded that the utilisation of the existing
theatre infrastructure remains high, and echoed the sentiments of the 2011 report noting the lack of main-stage
Lyric Theatres suitable for the presentation of opera, ballet and other performances requiring large stage space
and a full sized orchestra pit.
The existing facilities require improvement and have limitations; the Joan Sutherland Theatre is currently
undergoing renovations to improve acoustics; the orchestra pit's configuration at the Capitol Theatre is
limited; the Theatre Royal is currently undergoing significant refurbishment, however its size limits its
capacity for large musical theatre performance; and whilst the Sydney Lyric The atre is well designed and
has excellent technical specifications, its location within a casino complex may be a deterrent. Whilst the
upgrades currently being undertaken will improve the existing theatre stock and configuration, it is unlikely to
improve the overall capacity sufficient for future demand, should Sydney tourism grow in line with
Government's policy targets.
In 2016, INSW identified the potential need for a new Lyric Theatre to support Sydney's capacity for hosting
world class, long-run musicals and live performances. The existing theatre infrastructure is limit in its capacity to
hold long-run musical theatre, due to availability, capacity and configuration. This will enable
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Sydney to compete with Melbourne and other capital cities and support NSW as a destination
attracting international, interstate and regional visitors.
3.5

Project Imperative

With the relocation of the MAAS to Western Sydney, an opportunity now exists to generate significant
revenue by divesting of a portion of the Site. The decision has presented a unique opportunity to recycle
the existing Site, and use the proceeds of the divestment to create a new unique cultural offering and
revitalise the site. There is a risk that if an investment decision regarding Ultimo Presence is not made in
the broader context of the decision to develop the New Museum in Western Sydney, that the opportunity to
direct the funds into a specific arts and cultural purpose in Ultimo may be lost.
Investing in the revitalisation of and repurposing of the heritage buildings and the broader Site presents
government with a singular opportunity to improve the city's cultural life which, when paired with planned
works at Walsh Bay and the Art Gallery of NSW, will significantly strengthen Sydney's cultural offering. The
Sweet Reason Report identifies that Sydney could benefit from the addition of a Lyric Theatre which
supports long run musical theatre. This is supported by the outcomes of this UIC, which identifies a suite of
benefits when a theatre is incorporated into the future use of the site. The location of the Ultimo site, its
stature and its adjacencies uniquely qualify it as a premier position for a new Lyric Theatre. The timing of
the Project also offers government a pertinent opportunity to improve capability and capacity to draw
audiences and the performing arts industry to Sydney.
3.6

Benefits of the Project

The revitalisation of the Ultimo site offers significant economic and social benefits to the NSW community.
The economic benefits are quantified in full in the cost benefit analysis within the Economic Appraisal,
prepared by SGS Economics and Planning, at Attachment J. CIPMO has also engaged SGS Economics
and Planning to undertake a separate and independent qualitative assessment of the economic and social
benefits of the Project Options. This report describes the direct and indirect benefits of the proposed
Project Options and the overarching policy case for the revitalisation of the Ultimo Site.
The key benefits to be derived from the revitalisation of the Ultimo site and the provision of a vibrant
cultural hub are as follows:
 The capacity for the public to directly use a revitalised creative Hub: Museums and cultural facilities
provide space for the public to look at exhibits, to view and engage with new technology and encourage
lifelong learning. There will be significant enjoyment and utility gained from the public who use the Hub,
from those attending the Museum, using flexible spaces and those enjoying productions at the theatre.
 Revitalisation of the site, enhancing urban form and permeability: there is the potential for the
entire site to be revitalised by offering a new attractive cultural offering to the area. This will increase
pedestrian activity, make the currently restricted site more accessible and increase the use of the
surrounding space by activating the precinct.
 The retention of the heritage Powerhouse buildings for public access and use: Should Government
not support the Project and divest the entire site, public access to the significant heritage buildings on the
site may be lost. Keeping the buildings in public ownership, and adaptively re-purposing them, will enable
ongoing public benefit and use of the buildings, and increase public enjoyment of the spaces.
 Educational benefits and the strengthening of partnerships with adjacent educational institutions
and creative industry: the Project will offer a revitalised and popular destination for school and tertiary
students to. Students studying creative industry disciplines at the adjacent UTS or other nearby tertiary
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institutions, including the University of Sydney, will be able to create relationship with the Museum as a
place to work, research or exhibit own work.
 Increased utilisation of other Sydney cultural infrastructure: A critical mass of cultural options in
proximity to each other will enhance Sydney's reputation as a cultural destination. It will enable an offering
of a range of tourist and cultural attractions, appealing to a broader range of people with differing interests
and tastes. The Site is an opportunity to develop and maintain a cultural anchor and presence within the
area and expand on the existing cultural offering of the broader CBD cultural institutions.
 Increased utilisation of adjacent cultural and entertainment infrastructure in Darling Harbour and
the CBD: There is a very broad range of entertainment and cultural attractions in Darling Harbour whose
performance would be enhanced by a continued cultural presence at the Site. The growth of the
surrounding area through the development of the new SICEEP and the continued development of
Barangaroo demonstrate the capacity for the new hub to contribute to visitation to the area, and the
boosting of visitation to hospitality, hotel and other commercial venues.
3.7

Stakeholder Engagement

Building a world-class museum in Western Sydney and an arts and cultural space in Ultimo at the current
Powerhouse Museum site extends across and impacts a diverse group of stakeholders.
Following the announcement of an EFBC process, consultation was conducted between 19 April to 31
October 2017. Active engagement activities included stakeholder briefings with MAAS Board of Trustees,
MAAS Staff and Volunteers, Federal, State and Local governments, Western Sydney and Sydney Business
Chambers, Arts, Science, Education and Tourism groups, Museum experts and Indigenous communities. In
addition, community engagement aimed to reach a varied group across New South Wales with interactions
taking place in regional NSW, Western Sydney and Ultimo via public meetings, an online survey, pop -ups
and online and offline campaigns.
Issues raised during the consultation activities have been captured and recorded by the MAAS Project team
and considered as part of developing the EFBC options.
The full Stakeholder Consultation Register is provided at Attachment C.
A Communications and Engagement Strategy has been developed to outline activities and the approach for
the New Museum in Western Sydney and Ultimo site. The forward-looking strategy includes defined
stakeholder and community engagement activities for the next six years across the following key project
phases:
1.

Design competition and pre-Development Application;

2.

Public exhibition of the Development Application;

3.

Engagement to support procurement;

4.

Engagement on construction;

5.

Staged closure of the Ultimo site;

6.

Commencement of temporary events/pop ups;

7.

Collection Move; and

8.

Completion and first year of operation for both sites.
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The forward looking Communications and Engagement Strategy is provided at Attachment Q.
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4.

Analysis of the Proposal

This section describes the proposed Ultimo Presence Project, including the details of the Project scope, and
site due diligence activities. It describes the development of the Project Options and Development Options
which assess the divestment return potential of portions of the Ultimo Site.
This section also sets out the qualitative and quantitative evaluation of the Project Options.
4.1

Project Objectives

A Project Definition Document was developed to outline the key principles, parameters and policy alignment.
The Project Definition, provided at Attachment B, was endorsed by the MAAS Project, Project Steering
Committee.
The Project Objectives, Vision, and Focus, contained within that document, have been developed as a
summary of the intended purpose, character and direction of the Project. The Objectives have guided the
development of the Project Options and in turn form the framework for their qualitative evaluation.
The Project Objectives are to:


Ensure the potential for a new MAAS in Ultimo, complementary to key adjacent urban renewal projects;



Ensure the potential for a Lyric Theatre, responding to recommendations within the Cultural Infrastructure
Strategy, to be developed by the private sector;



Enables and encourages education, industry and research partnerships with the education sector and
creative industries;



Create a facility that has the capability to operate effectively as a cultural exhibition venue to
internationally recognised standards;



Investigate the commercial and development opportunities inherent in the site to off-set project costs;



Develop a sustainable operating model that enables revenue raising and commercial opportunities;



Achieved within the MAAS Project Funding envelope; without compromising the outcome for the New
Museum in Western Sydney.

4.2

Project Vision

The Vision for the Ultimo Presence Project is:
Leveraging off Australia's most dense creative innovation cluster in Ultimo, this project will explore an option
of keeping a Museum of Applied Arts and Sciences (MAAS) presence within the precinct. It will achieve a
balance of public spaces, cultural and commercial outcomes. An active hub for creativity, learning,
technology and innovation, providing inspiration for the people of New South Wales, and showcasing the
best of NSW creativity to visitors from around the world.
MAAS has developed a MAAS Project Vision that describes the key themes and attributes of the four potential
venues, being the New Museum in Western Sydney, Ultimo, the Museums Discovery Centre (MDC) and the
Sydney Observatory.
The vision for Ultimo is to create a DesignPlus destination, building on the existing digital and creative
community in Ultimo and providing a new powerhouse for the Creative Industries. DesignPlus will be
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designed to provide a flexible, festival-like hub. It will showcase cutting edge design, support creative
industry connections and become a place for makers and designers alike.
The MAAS Project Vision is appended in full at Attachment A.
4.3

Project Focus

The Ultimo Project will revitalise the current Powerhouse Museum site, though a mixed-use redevelopment. It
will provide a renewed Museum — complementing and supporting the new facilities created by the flagship New
Museum in Western Sydney.
The renewed Museum will provide a focus and showcase for the Creative and Digital Industries, as Sydney and
NSW are primed for growth in the expanding global digital economy, with the convergence of creativity and
information and communication technologies bringing together the State's leading strengths in design,
architecture, fashion, music, film, digital media and the arts. The Museum will provide a showcase for this
creativity and utilise and celebrate the soaring spaces of the Heritage buildings.
It will provide partnership and programmatic opportunities for the existing Creative Digital Innovation cluster in
Ultimo, providing a showcase and hub for the creativity of NSW. It will maximise a physical connectivity to
Darling Harbour, the Goods Line, and through to key education and broadcasting neighbourhoods, building on
the existing strengths and legacy of the Powerhouse Museum.
The option for the MAAS facility will maintain its connection to the CBD, providing the community with
multiple 'front-doors' to a multi-site Museum. This opportunity will benefit the New Museum in Western
Sydney project, as it will likely reduce disruption, and ease associated project staging challenges.
The consideration of the inclusion of a new Lyric Theatre responds to the recommendation within the
Cultural Infrastructure Strategy, to identify potential sites for a Lyric theatre.
4.4

Site Due Diligence

During the development of the Museum of Applied Arts and Sciences (MAAS), New Museum Final
Business Case (the 'Final Business Case'), Property NSW commissioned an independent Study of the
Highest and Best Use and Divestment Strategy for the Powerhouse Museum (CBRE, October 2016) (the
'Divestment Strategy'). The site due diligence reports commissioned for that study have been rel ied upon in
the following analysis.
The 2014 Final Business Case for the Renewal of the Powerhouse Museum and its supporting analysis has also
been used as a source document for analysis contained within this section.
Additional site due diligence, including a services infrastructure review and supplementary town planning and
heritage advice has been sought during the development of this Investment Case. Full detail of all reports used to
support this analysis is described in Section 2.1.
Figure 1 - Aerial View of Sydney indication MAAS Ultimo on context
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4.4.1 Powerhouse Museum Context
The existing MAAS Powerhouse Museum is located at 494-500 Harris Street, Ultimo NSW 2007 ('Site'). The
Site is adjacent Sydney's landmark Darling Harbour and is broadly surrounded by the Sydney CBD, Pyrmont
and Ultimo. Its location allows access to key train, light rail, bus and ferry transport modes and is sited
alongside Sydney's Goods Line pedestrian route. The Site has a total area of 24,378 sqm spread over
numerous lots. It has a street frontage to Harris Street of approximately 165 metres. It has a st reet frontage
to William Henry Street to the North and adjoins The Goods Line to the East. At the southern end, the Site
adjoins Mary Ann Street.
MAAS has a historical connection to the Ultimo and Pyrmont area. The Museum first opened in 1893 in a
purpose-built Technological Museum in Harris Street and moved to its current location, the Powerhouse
Museum, in 1988. The Museum was developed from a disused heritage listed Power Station and has
experienced Museum environment and collection management difficulties due to the unique challenges the
original building presents. Since opening in 1988, the Museum has not had significant upgrade or capital
reinvestment.
The Museum includes over 20,000 sqm of exhibition and support space broadly divided into:


Exhibition (Power House and Wran building) — These buildings have seven levels and contain
permanent and temporary exhibition space, conference/workshop facilities, office/meeting space, support
retail and recreational spaces. A key attribute of one of the main exhibition halls (the Turbine hall) is the large
volume of the internal space, linking its current scale back to its original use.



Storage (Hardwood building) — This three level building contains workshops, laboratory, quarantine
space, vault, specialised textile storage area and associated offices and amenities.



Ancillary support space — this is primarily the previously Ultimo Post Office, now used as office space.
4.4.2 Heritage Considerations

In 2016 Weir Phillips undertook a full heritage assessment of the site as part of the Divestment Strategy. During
the development of the UIC Weir Phillips has provided supplementary advice regarding the impact of
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the Project Options on the heritage items on site. The following analysis is summarised from the
2016 assessment. Specific commentary regarding the Project Options is provided at Attachment G.
The Site contains 9 buildings built between 1899 and 1988, which range in terms of their age, massing,
scale and heritage significance. The names and date of completion are outlined in the below figure:
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Figure 2 - Buildings on the Site.

Source: NSW Department of Lands 2016
A. Harwood Building (1899) B. Office Building (1899) C. Pump House (1899) D. Engine Room (1899) E.
Turbine Hall (1902) F. New Boiler House (1905) G. Switch House (1927) H. Wran Building (1988) I. Former
Ultimo Post Office (1901).
The following summary provides a high level overview of the key heritage on the site. The outcomes of the
heritage assessment have informed the Development Options and site divestment opportunity considered in
this Investment Case. The 2016 Heritage assessment reviews in detail the various levels of statutory heritage
listings for each component of the Site.
The Site has had three distinct histories that have informed the development approach:
9. Ultimo Tram Depot (Building A) This operated from 1899 — 1953 in what is now known as the Harwood
Building. This was one of the first electric tram depots in Sydney.
Since its original function the Depot has been used mostly for storage and has been subject to vandalism
and partial demolition. As part of the relocation of MAAS into its current location the Harwood Building was
substantially refurbished to function as storage for the museum. Only a little of the original 1899 structure
remains and it is considered to have a low level of intactness, predominantly relating to the east wall facing
the rail corridor.
The Harwood building itself is not listed as a statutory heritage item and as such it has been considered for
demolition under this Investment Case. The City of Sydney (SoC) Development Control Plan controls have
heritage requirements on industrial buildings over 50 years. These are considered manageable as the
original building has a low level intactness, and the only intact part of the original tram depot building is the
wall facing the rail corridor.
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10. Ultimo Power House (northern buildings B to G) including the Office Building, Pump House, Engine
Room, Turbine Hall, New Boiler house and Switch house - This was constructed between 1899 and
1930, primarily to supply electricity to the tramway system and continuing until 1964.
The Power House buildings were converted into the museum which opened in 1988. This involved
adaptive reuse with the external fabric of the buildings left substantially intact and a modern gallery
space added, known as the Wran building. The combined building was awarded the Sulman Award for
Architecture. The original Power House buildings are listed as heritage items in the Sydney LEP 2012,
excluding the Wran building component. The Development Options consider reuse of the original P ower
House buildings and demolition of the Wran building, however it is worth noting that the Board Room
component of the Wran building may require some form of heritage treatment/relocation to be considered
through design development.
11. Ultimo Post Office (Building I) erected in 1901 with continued operation until 1985 and current use as
volunteer support centre. Its exterior is substantially intact and it is the only item on the Site listed on the
State Heritage Register and is also included in the Sydney LEP 2012 heritage listing. The development
options consider retention and reuse of this building.
This Investment Case supports the retention and adaptive reuse of key heritage items specifically identified in
statutory documents. These include the original Ultimo Power House buildings and the Ultimo Post Office. The
Wran and the Hardwood buildings are considered for divestment and probable demolition.
Figure 3 - Key Buildings on the Site

Figure 4 - Detail of the Sydney LEP 2012 Heritage
Plan. Source: Sydney LEP 2012

4.4.3 Building Assessment
Building Services Condition Assessment
The main services infrastructure supporting the storage and exhibition areas is predominantly 30 years old and
generally nearing end of life or heavily tailored to the current facility uses. A full Services Assessment has been
undertaken which outlines the condition, configuration and compliance issues facing the proposed
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future Development Options for the site and Project Options within the heritage buildings. The assessment
concludes that significant plant upgrades and replacement are required to enable the ongoing use of the
current building, and to support any proposed future uses. The findings of the Assessment have informed
the development of the Project Options and the Project Cost Plan.
Key outcomes are outlined below:
 Electrical (power) — Major plant is at or near end of useful service life and replacement is required to
facilitate the proposed developments. This involves costly high voltage infrastructure including an onsite
subterranean substation which also feeds surrounding (non-MAAS) buildings. High voltage supply
nearby has been recently upgraded is readily available. Low voltage equipment requires replacement to
meet code, supply authority and energy efficiency requirements.
 Electrical (communications) — Existing infrastructure to the site is in good condition and
external networks are readily available to support future developments.
 Mechanical — Systems range from fair working order to dilapidated and not operational. Change in
use, function and scale of spaces is likely to require a change in mechanical systems alongside end of
life replacement and focusing on economical solutions. The central plant is located below the heritage
section of the Power House (Boiler and Turbine houses) and will therefore not be impacted by
development options.
 Hydraulic — these systems are configured in a manner and scale that does not support the future
development planning. Natural gas and water supply is limited in its on-site capacity and meter
locations and will require supplementation and relocation. This is able to be supported by infrastructure
close to the site.
 Fire - The centralised fire sprinkler system is in poor condition and not suitable for the future development
proposal. Similarly the hydrant system is in poor condition and does not comply with current code. Both will
require replacement and reconfiguration for staged development. Similarly, the existing smoke detection
and alarm system, which is in fair condition, will require significant upgrade and reconfiguration.
 Sewer and stormwater — Existing connections are expected to be augmented to meet increased
demand and new configuration proposed by the development. Existing Sydney sewer and
stormwater mains have some minor site encroachments. They do not pose a significant development
restriction but will need further consideration through design development.
The Services Infrastructure Assessment is appended in full at included in
Attachment F. Building Structure and Facade Assessment
Preliminary building structure and façade advice has been provided by the Project structural engineer
TTW. The assessment undertaken is high-level in nature and is sufficient to inform initial Project option
and cost planning activities for the UIC. Further detailed Building Structure and Facade assessment
should be undertaken during the next phase of the Project development as detailed in Section 6.
The heritage buildings that will be utilised for the Project Options are generally in good condition.
The following key issues were identified and have been incorporated into cost planning and Project
Option development as necessary:
 Ultimo Power House — The internal components are generally in good condition with future works to the
building being necessary only to support the proposed changes in use. Facade refurbishment is required
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along the light rail corridor involving brickwork and sandstone. This area has limited access which will require
further design consideration. The interface between the Power House and the Wran building, which may be
divested and demolished, will require further work to enable appropriate water proofing and enclosing,
including gutter reinstatement and replacement.


Ultimo Post Office — This is generally in good condition, requiring only minor repairs and repointing of
brickwork.

4.4.4 Urban Planning Context
A detailed urban and statutory planning study, Powerhouse Museum Study of Alternate Uses' (JBA, 17 August
2016) was undertaken for the Divestment Strategy. Ethos Urban has provided updated advice with respect to
statutory planning controls, and alternate planning strategies, during the development of the UIC.
The Site is located within the City of Sydney Local Government Area, within a B4 Mixed Use Zone. This
zone allows a broad range of uses including residential, retail, commercial and education. The site is
subject to the controls of the Sydney Local Environment Plan 2010 (SLEP) which include a maximum Floor
Space Ratio (FSR) of 4:1 and a maximum height limit of 28 meters over a large part of the site. The
significant heritage constraints across part of the site limit the ability to achieve the maximum FSR un der
the planning framework.
The future statutory planning controls and the increased development potential of the site remains uncertain,
and an ongoing topic of debate.
In 2016 the CoS released a draft Central Sydney Planning Strategy (`CSPS') which seeks to amend planning
controls across the CBD, and to function as the guiding strategic document for Central Sydney over the
coming 20 years. The Strategy supports opportunities for additional FSR and height limit increases height
and density in Central Sydney, and identifies future potential tower clusters and 'super towers' with heights in
excess of 240m. These opportunities are presented in stages — short-term, medium-term and ongoing to
align with planned and future development.
Figure 5 - Extent of 'Central Sydney' (pink) and Ultimo Site adjacent (blue). Source: SLEP 2012 and CSPS

The Ultimo site does not sit inside the current boundary of Central Sydney within the CSPS. The CSPS however
identifies that the area around the Powerhouse Museum site could accommodate growth over the period 'from
2024 to 2036 and beyond' and in this regard the site sits within the longer term considerations of
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the CSPS (Refer Figure 5). Planning controls have not yet been identified for this area however it
is expected to have a future FSR and height limit uplift.
As at the time of this UIC the CSPS and amendments to the SLEP 2012 has not been adopted or
endorsed by the Department of Planning and Environment or the Greater Sydney Commission and as
such are not imminent or certain, and may be subject to change.
As detailed in Section 4.6 a key objective of this UIC is the analysis of Development Options for the Ultimo
site within the existing planning controls and under scenarios which would require amended planning
controls. In order to maximise the potential of the site, the key planning issues surrounding the Site have
been reviewed. This has been done under the objective of achieving maximum value for the redevelopment
whilst maintaining an appropriate and considered approach to the site context. In order to determine an
appropriate building height for the site, a benchmarking exercise was undertaken considering the existing,
approved and proposed developments surrounding the site. The local context of the site includes larger
buildings in Sydney International Convention, Exhibition and Entertainment Precinct and Darling Harbour,
University of Technology; and Central Park developments.
The taller buildings in proximity to the site include heights ranging from 133.55m (approved) to 166.35m
(proposed). It is noted that these buildings are located to the East of the site and as such are closer to
the cluster of taller buildings in the Sydney CBD.
Accordingly the town planning analysis determined that an FSR range of between 4.5:1 and 4.8:1, and
a building height limit of between 120m — 130m, would be appropriate for the Site with consideration
to the benchmarking exercise.
It was directed by the PSC that the investigation of taller towers, or 'super towers' of 240 plus metres and
FSR of 12:1, currently proposed for the CBD within the proposed amendments to the Sydney LEP 2012
under the CSPS, would not be appropriate on the site. It was determined that as the context of the Site is
not a high density CBD setting it would not be appropriate to adopt the same building form controls as
proposed in Central Sydney despite the uncertainty regarding the future controls for the site.
Updated Town Planning advice with respect to the proposed planning control amendments is provided
at Attachment D.
4.4.5 Planning Approval
Due to the extension of the Final Business Case, a programme acceleration strategy has been developed
to gain efficiencies in the Statutory Approvals and Planning Phase of the Project to enable the opening of
the New Museum in Western Sydney in early 2023 and the Hub in late 2023.
Due to the pursuit of commercial development on site that are non-compliant with the LEP, an integrated
planning approvals process will be pursued that will seek approval for the Project Option and
Development Options. This will also enable the State to include the additional development of within an
overarching design brief for the Site and ensure that any development is realised to achieve a design
excellence outcome for the development commensurate with the status of the Site.
In order to achieve an accelerated programme, it is assumed that a State Significant Development Approval
(SSDA) will be sought, with associated amendments to the controls to enable greater development potential,
with the Minister for Planning as consent authority.
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In order to achieve an accelerated programme, DPE has recommended an approach that seeks a State
Significant Development Approval (SSDA), with associated amendments to the controls to enable greater
development potential, with the Minister for Planning as consent authority.
It is assumed that this process will enable Development Approval by end 2019 or earlier. Due to the
interdependencies between the two projects, the same statutory approvals strategy is intended to apply to the
Ultimo and New Museum in Western Sydney sites. Should this approach not be adopted, changes to the
planning framework supporting any uplift in site utilisation would need to be achieved through a Planning
Proposal to the CoS or through the Secretary (or delegate) as the Relevant Planning Authority. The
planning, design and determination process would be estimated to be between 3-4 years which represents a
significant risk to the Project programme.
4.5

Investment Case Options Development

Following the development of the new flagship facility for MAAS in Western Sydney, the Ultimo site will be
substantially vacated presenting Government with a unique urban renewal opportunity. Following the
development of Master Planning options for the site, Project Governance identified which portions of the site
were to be considered for divestment and which were to be retained to facilitate a potential cultural presence.
Options for the Site have therefore been considered in two parts in the UIC:


Development Options (Harwood and Wran building sites): these options analyse the commercial options
available for divestment of the non-heritage parts of the site to offset the capital costs required for the Project
Options.



Project Options (contained within the heritage buildings): these options form the central focus of this
Investment Case and includes the development of a cultural presence within the heritage buildings to be
retained.

The development of Project and Development Options for the Site are influenced by the requirement to retain
key heritage items. These include: the Ultimo Power House (Northern buildings) including the Pump House,
Engine Room, Turbine Hall, New Boiler house and Switch house; and the Ultimo Post Office. These buildings
have been considered in the development of the Project Options. The remaining areas considered for
divestment under the Development Options include the areas of site currently containing the Wran and
Harwood buildings.
This approach supports adaptive reuse of the Powerhouse and Post Office buildings to provide a new
cultural presence for the site and relocation of the existing collections, currently in the Harwood storage
facility, to a new purpose built facility at the Museums Discovery Centre (MDC).
4.6

Development Options Assessment

Following the MAAS relocation to Parramatta, retention of the whole Ultimo site is not considered necessary.
Therefore pursuing divestment of parts of the site, will enable a partial capital offset to the Project whilst not
impacting on Government's capacity to deliver on arts and cultural aims for the site.
A Development Options Assessment (DOA) has been undertaken to assess the viability and benefit of
investigating large scale development(s) opportunities on the site. The DOA analysed a number of potential
residential, commercial and mixed use development opportunities on the Wran and Harwood building sites,
whilst maintaining the heritage buildings for the Project Options. The DOA was an extension of the works
undertaken for the 2016 Divestment Strategy and relied upon the data and assumptions provided within it.
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Crone Architects have modelled Development Options that are compliant and non-compliant under the SLEP
planning controls. The massing has been generated through analysis of the site, adjoining properties, current
and future planning context, surrounding local context and the broader City of Sydney as a whole. The
Development Options have been modelled in a realistic and appropriate manner to limit overshadowing of
residential apartments and key outdoor/recreation areas within the vicinity. Due consideration has also been
given to the overall massing of the proposals to consider the changing densities and heights around Darling
Harbour, Central and Ultimo.
Under the existing planning controls the site is subject to a maximum FSR of 4:1 and a maximum height limit of
28 meters over a large part of the site. Based upon these controls the following options were modelled over the
Wran and Harwood sites:


Commercial development at 28m, FSR 2.75:1; and



Residential Development at 28m, FSR 2.18:1

Figure 6 - Residential development compliant with the City of Sydney LEP

Under amended controls, proposed building envelopes and indicative 130m tower heights have been
modelled and located on the site in response to context and environmental constraints, including
overshadowing. The following options were modelled over the Wran and Harwood sites:


Commercial development at 130m (32 storeys), FSR 4.93:1; and



Residential Development at 130 m (39 storeys), FSR 4.66:1
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Figure 7 - Proposed development under revised planning controls

Each of the compliant and non-compliant options have been assessed in full for suitability and viability based
upon qualitative and quantitative criteria. Full assessment of the outcomes is provided in the DOA at
Attachment E. Analysis of the financial outcomes of the assessment is contained within Section 4.10 of this
UIC.
The outcomes of the DOA analysis concluded that residential development yields the greatest divestment
value. For the purposes of the Economic Appraisal at Attachment J it is assumed that Government will
pursue a residential development over the Wran and Harwood sites that is non-compliant with the current
LEP.
Heritage advice has indicated that the Harwood and Wran buildings are not Heritage Items and as such
they may be removed, in line with the proposed outcomes of the DOA. This should be done in consultation
with heritage bodies to appropriately document and preserve the heritage features and significance within
the buildings. The nature of the development that replaces them will need further consideration through
design development to consider potential impacts (massing, scale, elevations, view corridors, etc.) on the
adjacent heritage buildings (former Power House and Post Office) and surrounding residential buildings an
open spaces.
4.7

Project Options Analysis

For the purposes of the UIC, the base case or 'do nothing' option, is to not retain any existing
Cultural Presence at Ultimo.
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Consideration to the costs and upgrade works required to the Powerhouse Museum was detailed in the 2014
Final Business Case for the Renewal of the Powerhouse Museum. Maintenance of, and the costs associated
with upgrades to the Powerhouse Museum were utilised as the 'base-case' within the Financial and Economic
Appraisals within the FBC.
The 'do-nothing' option of 'no Cultural Presence at Ultimo, while the New Museum in Western Sydney will
open in Parramatta' has been utilised for the purposes of the Economic and Financial analysis in Sections
4.09 and 4.10.
4.7.1 Options Development Principles
In order to present Government a variety of options for the future use of the Heritage buildings, the Project
Options have been developed to enable various uses including museum, education, commercial and Lyric
Theatre uses. It is intended that all options will incorporate the spatial, volumetric, and functional
requirements for a cultural presence on the site.
Options for adaptive reuse have generally focused on suitable future functions for the Powerhouse heritage
buildings that are to be retained. The following key design principles were developed in response to the
Project Objectives, Vision and Focus and have been applied in the development of the Project Options:
 Arrival from the Goods Line - It is envisaged that an extension to the Goods Line will form a revitalised
entry point to the building. The Project presents an opportunity for a new arrival from the Goods Line,
celebrating the Boiler House facade as an entry;
 Future flexibility for change of use - Any modification to the current building/s needs to build in a level of
flexibility to be utilised for a range of different programs now and in the future. The various scenarios all
employ similar spatial, operational and public domain strategies for this reason;
 Streamlined Operational strategy: Look to overcome challenges associated with loading strategies and
pedestrian flows both occuring from the Museum forecourt fronting the Goods Line. Stepped slabs provide
visual and physical connections between programs strategic servicing/core locations have been identified
within the building which can serve all areas.
 Integrity of volumes against achieving more area within Heritage volumes: Intervention within the
Heritage volumes has been approached as a balance between maintaining the full height reading of the
heritage power station against achieving additional area in what may become a smaller Museum footprint.
Introducing tiered floors which allow an understanding and reading of the full building volumes to be retained
whilst introducing more floor space;
 Future Connection Opportunities: Consider connections and site linkages on and around the site and
future through-site linkage to Pyrmont Street connection (under pier street overpass);
 Heritage: Develop options with an understanding that any significant building fabric including structure,
gantries, remnant machinery would be retained and any new structure/interventions would work around
and give prominence to these elements.
4.7.2 Option Development Process
The existing Powerhouse Museum has not had significant refurbishment since its opening in 1988. The heritage
buildings have significant functional and service limitations and require significant investment in order for the
buildings to be fit-for-purpose. The Project Options development process has therefore centred on the minimum
scope of works for all options being that which is required to bring the existing buildings up
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to a contemporary standard, suitable for use as a public building. The options do not contemplate any major
external changes to the heritage buildings and the basic building envelope is retained.
The process to determine the minimum scope of works recognised that the facility is no longer fit for purpose and
heavily constrains the functional operations of the museum in accordance with the findings of the 2014 Final
Business Case for the Renewal of the Powerhouse Museum. The process therefore included a full services
infrastructure review
As previously described it was found that the main services infrastructure supporting the storage and
exhibition areas is predominantly 30 years old and generally nearing end of life or would require significant
upgrade. A discrete option, Option 04, was developed as the basis for understanding this minimum scope
of works, and for understanding the cost impost of full services replacement, and partial removal of
unnecessary internal fitout components. As this option was developed for scope development and cost
planning purposes only, it has not been qualitatively assessed against the Project Options or considered in
the Financial or Economic Appraisals
The following scope of works are incorporated within Project Options 01 - 03:


full replacement of all services;



any non-heritage internal building fabric is demolished;



the restoration of fenestration previously removed, and stripping back of paint from the heritage exhaust
stacks to brick;



fagade repairs;



a revitalised arrival plaza, entry from the Goods Line and a flexible, permeable multi -use ground plane;



upgrades to the rear courtyard and access to Pyrmont Street;



the reinstatement of flexible tiered, mezzanine floor plates which enable continued appreciation for the
volume of the heritage buildings, but enable the incorporation of at least 13,000 sqm of space; and



temporary exhibition space suitable for large scale exhibitions.

Preliminary Advice from the Project Heritage consultants has indicated that the works envisaged in the
options are acceptable outcomes for the heritage buildings as there are no significant alterations required to
the external facades, nor internal heritage fabric. The insertion of stepped slabs within the options provides
the capacity for full understanding of the internal spaces of the Engine House and Turbine Hall whilst adding
additional floor area, but conversely this may diminish the overall understanding of the space. This is not
considered a risk to the Options. The proposed access from Pier Street may be problematic in terms of
changes in level and due to the creation of penetrations in the existing walls. The removal of paint to the
exhaust stacks and the restoration of the previously removed fenestration is a positive heritage outcome.
The following options were developed with consideration to a scaled Museum offering and other uses on
site. This included a fully refurbished Museum (Option 02) and a mixed use outcome (Option 01) that
supports the delivery of a range of potential offerings on the site and a smaller Museum presence. Option
01 is the basis for the Lyric Theatre Option (Option 03), which contains a small Museum, Lyric thea tre and
Commercial Flexible space.
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4.7.3 Option 01 Mixed Use Hub
Option 01 incorporates 6,581 sqm of Museum space, Auditoria, 3,263 sqm flexible space for education or
incubator spaces and 3,080 sqm Commercial space.
Option 01 was developed to provide an option for a flexible mixed use program that would enable a variety of
uses, and connectivity with creative industries and the education sector. The scaled-down museum offering
aligns with the commitment to maintain a cultural presence on site, and would enable sufficient floor area for
MAAS provide a programmatic offering in accordance with its 'DesignPlus' vision for the site. The Museum
space, and touring and temporary gallery spaces within also present an opportunity for partnership with other
cultural institutions.
4.7.4 Option 02 Refreshed Museum
Option 02 includes 13,920 sqm of usable Museum area to support a variety of different museum program
areas. These areas may be utilised exclusively by MAAS or in partnership with other cultural institutions.
Option 02 was developed to provide an option that resulted in a larger scale Museum presence on the site.
The larger museum offering aligns with the commitment to maintain a cultural presence on site, and would
provide significant floor area to enable MAAS to provide a programmatic offering in accordance with its
'DesignPlus' vision for the site. The larger Museum space presents significant opportunity for partnership with
other cultural institutions or organisations.
4.7.5 Option 03 Lyric Theatre and Mixed Use Hub (Creative Industries Hub)
Option 03 incorporates a 1,500 seat Lyric Theatre and associated amenities, 4,426 sqm Museum space
and 3,166 sqm commercial/mixed-use space.
Option 03 was developed in accordance with the Project Definition that required the investigation of a Lyric
Theatre on the site. The Option is based upon Option 01, and offers a mixed-use Creative Industries Hub.
The scaled-down museum offering aligns with the commitment to maintain a cultural presence on site, and
would enable sufficient floor area for MAAS provide a programmatic offering in accordance with its
'DesignPlus' vision for the site and a touring gallery that may be utilised by other Cultural Institutions.
The capacity to fit a Lyric Theatre within the Turbine Hall requires further investigation, but is considered a
viable option based upon the following preliminary analysis described below.
4.7.6 Lyric Theatre Analysis
Crone Architects have undertaken a test-fit exercise to explore the potential for a Lyric Theatre venue to be
incorporated within the existing heritage buildings. The nominated precedent used for the preliminary
volumetric studies was the Princess Theatre in Melbourne, Victoria. The Princess Theatre was chosen as a
precedent for the following reasons:
 It has a capacity of 1500 people;
 The programmatic volumes within the Princess Theatre housing stage areas, theatre seating, back of
house, front of house and circulation are easily understood as separate volumes in the reading of the
building and can more easily be used for high level test fits within the Ultimo building/s; and
 The main theatre stage and seating are housed within a clear span warehouse style building with
volumes of similar style and proportion to the boiler house and turbine hall of the Ultimo power station
building.
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For the purposes of high level siting analysis Crone identified the scale and area required for each of these
theatre functions. Test fit activities were undertaken in the Turbine Hall, Boiler House and on the Harwood
site.
The Turbine Hall demonstrated the greatest potential for a performance venue to be incorporated, and is the
location of the Lyric Theatre in Option 03. The required volumes, as identified in the precedent, are similar to
those of the Turbine Hall with the exception of the height of the above stage and fly system. The design
would require localised amendments to roof and structure to accommodate more height in this zone and
there is an ability to service the stage and back of house areas directly from the Goods Line plaza. The
Turbine Hall also provides more width than the boiler house, which was deemed inappropriate for the
volumetric requirements of a theatre.
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Figure 8 — Lyric Theatre 'test-fit' into the Turbine Hall
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Spatial Limitations:
The fly system structure would be restricted by the underside of the roof truss and would need to extend 5m
higher as a rectilinear volume to be in line with the Princess Theatre precedent and to accommodate general
fly structure requirements. This would impact approximately 400sqm of existing roof area. Advice from the
Heritage Consultant has confirmed that alterations to the existing roof, to enable the proposed fly tower,
would be acceptable as it is modest in overall height increase and is lower than the highest point in the roof.
The gantry crane in the Turbine Hall would need to be considered in design for detailed seating layouts
and assessment of sight lines to the stage. Whilst the gantry is currently fixed at the Northern end of the
Turbine Hall, it could slide along the length of its perimeter rails further south (out of critical sight lines to
the stage) or be relocated. For the purposes of the UIC allowances have been made to slide the gantry
crane along to enable greater space for the theatre.
Alternative Locations
The Boiler House volume presents an alternative location for a theatre to be incorporated, however the
investigations have concluded that it is a less appropriate location for the theatre. The original exhaust
stacks divide the Boiler Hall space which would force any intervention toward the North of the Building.
Without any real vehicular/Back of House access from the northern end of the building it would be a
more challenging location from an operational and logistic arrangements perspective.
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The Harwood building site provides more spatial flexibility to incorporate a theatre venue. The site is deep
enough and provides sufficient length to accommodate the required front of house and back of house theatre
programs. The site also has the ability to be serviced via Macarthur or Mary Ann Street offering two site
locations. Should it be determined through more detailed analysis that an optimal theatre is not provided in
the proposed location of the Turbine Hall, provision could be made on the Harwood site subject to future
development plans.
The architectural concept modelling for each option is provided at Attachment H.
4.8

Options Assessment

The following section is a qualitative analysis of each Project Option against the Project Objectives. As part of the
development of the Project Objectives, detailed Criteria were also developed against which the Project Options
could be assessed.
Analysis has been undertaken for each option against the criteria. The following assessment matrix
considers the risk that each option represents to the achievement of the criteria.
Table 12 — Project Options Objectives Assessment Matrix Legend
Legend

Risk level to Project Objective
Low

Low/Medium
Medium
Medium/High
High
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4.8.1 Qualitative Options Assessment Outcome
The above qualitative analysis demonstrates that Option 02 is the least preferred option. The large scale
Museum offering represents a significant capital cost and may result in significant competition and
cannibalisation issues with the New Museum in Western Sydney, adversely affecting both sites. It does
however offer a renewed MAAS presence and a revitalisation of the public space around the buildings.
Option 01 ranked second in the assessment. It presents a low risk to the achievement of many of the Pro ject
Options. It provides an option that offers a refreshed museum and other flexible and commercial spaces that
enable partnerships with industry and educational institutions. The option offers offer a renewed MAAS
presence and a revitalisation of the public space around the buildings. The offer presents the greatest
opportunity to provide a working environment for creatives industries, thus attracting industry to the area
around UTS and enhancing links between the museum, creative industries and the education sector.
Option 03 is the Proposed Project Option according to the assessments undertaken. Option 03 is the
Proposed Option as it aligns most closely with the Project Objectives and is consistent with the provision of
a cultural space in Ultimo. It responds to the community desire to retain a museum space at Ultimo and
provides Government the opportunity to address the lack of theatre infrastructure within Sydney. It also
enables capacity for ongoing partnerships with UTS and industry, providing office and flexible space working
environments.
Option 03 will revitalise the current Powerhouse Museum site, though a mixed-use redevelopment. It will
provide a renewed Museum — complementing and supporting the new facilities created by the flagship New
Museum in Western Sydney, a new Lyric Theatre and commercial space, all of which will comprise the
Creative Industries Hub. The inclusion of a new Lyric Theatre responds to the recommendation within the
Cultural Infrastructure Strategy, which identified the need to identify sites for a Lyric Theatre, to be developed
by the private sector.
The Proposed Option will provide a lively hub of activity during the day and evening, attracting students,
tourists and design enthusiasts to the museum and office spaces during the day and theatre participants in the
evening. The variety of activity proposed on the site is in alignment with the government policy to encourage
cultural participation and promote growth in cultural employment. Option 03 offers the greatest activation and
variety of uses on the site, rendering it a more beneficial outcome than Options 01 and 02.
Under the Proposed Option the State will retain ownership of the heritage buildings; the Museum portion of the
site will be operated by the Museum of Applied Arts and Sciences and the Lyric Theatre, Commercial and
flexible spaces will be leased to third party operator(s).
4.9

Economic Appraisal

SGS Economics have developed the Economic Appraisal for the Project, in accordance with NSW Treasury's
Government Guide to Cost-Benefit Analysis (NSW Treasury, TPP 17-03, 2017) and the Supplementary notes
on Issues for the Economic Appraisal of Proposed Investments in Cultural venues. The appraisal was
supported by the outcomes of capital cost modelling provided by RLB, operational modelling provided by
Paxon Group and, inputs and data provided by CIPMO, in consultation with the performing arts industry,
regarding Lyric Theatres.
The Economic Appraisal, conducted by way of cost-benefit analysis (CBA). 20 full financial years of costs
and benefits has been analysed in the economic modelling.
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For the purposes of the Economic Appraisal, the Base Case is no cultural presence at Ultimo. Details of
the approach, assumptions used and sensitivity testing undertaken for the analysis is detailed within the
Economic Appraisal are provided in full at Attachment J.
4.9.1 Visitation Forecasts
Due to the preliminary nature of the UIC, and the absence of a willingness—to-pay (WTP) survey,
visitation forecasts have been prepared as a high and low range for a Designplus themed offering.
Separate visitation has been prepared for the Museum offering and for the Lyric Theatre.
To derive the visitation forecast for the small and large museum offerings across the Project Options, SGS
examined the relationship between museum size and visitation through case study research. A review was
also undertaken of the comparative options for the New Museum in Western Sydney and the outcomes of the
WTP survey. The analysis indicates that an option which contains twice the gallery space of another, has
only marginally greater relative attractiveness. This combined analysis indicates that there is little to no
correlation between the museum scale and floor space to visitation, and that a range of factors influence
visitation. Therefore a conservative estimate was applied and estimates that a smaller museum would attract
80% of the visitation of the larger facility, assuming the thematic offering is the same.
Table 14 - Ultimo Presence DesignPlus Visitation Forecasts
Visitation range

2023

Full Scale DesignPlus Museum(option

2024

2025

2030

2035

2040

2045

2050

02)

Low
254,442

237,20
0

219,32
7

238,61
6

260,03
3

284,82
8

314,34
8

349,85
3

417,463

389,17
3

359,84
8

391,49
6

426,63
4

467,31
6

515,74
9

574,00
2

High

Smaller Scale DesignPlus Museum (Options 01 and 03)
Low

High

203,554

189,76
0

175,46
1

190,89
3

208,02
6

227,86
2

251,47
8

279,88
2

333,970

311,33
8

287,87
9

313,19
7

341,30
8

373,85
3

412,59
9

459,20
2

Visitation for the Lyric Theatre has been based upon information provided by CIPMO
for a theatre of 1,500 seats in line with the Project Option. Based upon the capacity of the venue to host
shows, a cap has been applied to visitation that assumes 9 sold out shows a week as the likely maximum
capacity that can be reached by the venue. CIPMO provided this advice based upon consultation with
other Sydney CBD theatre venues.
Table 15 - New Museum in Western Sydney Visitation Forecasts

Johnstaff I The Ultimo Presence Project Ultimo Investment Case

Page 49

SENSITIVE CABINET

FY
Lyric
Theatre

2023

2024

2025

2026

624,00
0

624,00
0

624,00

624,00
0

0

i

2027 2028 2030 2035 2040 2050

624,00
10

702,00

702,00
0

702,00 702,00 702,00
0

0

10

4.9.2 Economic Benefits Summary
The Project will deliver a number of quantifiable benefits:
Consumer Surplus - The benefits accruing to NSW residents from the projects are collectively known as
consumer surplus. It represents the benefits that accrue from the actual use of the Ultimo Presence Project
and also contains the non-use value, which represents the value to NSW residents that the Ultimo Presence
will exist, even if they do not visit. Discrete use and non-use values have been calculated for the Lyric
Theatre and Museum portions of the options as follows:
Table 16 - Consumer Surplus: Use Value
Option 02

Option 01
40,278,405

Ultimo Presence
Lyric Theatre

50,348,007

N/A

Total use value

Option 03
40,278,405

N/A
40,278,405

$

81,751,486
50,348,007 $

122,029,891

Table 17 - Consumer Surplus: Non-use Value
Option 02

Option 01
46,294,816

Ultimo Presence
Lyric Theatre
Total non-use value

N/A

Option 03
57,868,519

N/A
46,294,816

$

46,294,816
81,751,486

57,868,519

128,046,301

Producer Surplus- Are the benefits related to the producer and labour surplus as a result of the Projects
implementation. These can relate to the profit accrued by NSW businesses as a result of the Project, and
additional increase in wages paid to NSW workers.
Government Revenue - Is the benefit derived from the revenue to the New Museum generated by
international and interstate visitors. Operating revenue for the New Museum has been apportioned to the
International and Interstate visitors.
Divestment Revenue - Is the benefit derived from the divestment revenue from the sale of a portion(s) of the
Ultimo site to facilitate residential development.
Residual Asset Value - The residual asset value is the remaining value of the proposed museum at the end of
the economic appraisal period, which spans over 20 years after the Ultimo Hub is constructed.
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Commercial Lease Revenue - The Ultimo site is proposed to have commercial office space, therefore there
will be revenue in the form of leasing the commercial space.
The Quantifiable benefits are presented in the below table. All figures are the net present value (NPV) of the
future cash flows. The total benefits of the Project Options range between $450.9m to $736.3m for the
Proposed Option.
Table 18 - Quantifiable Benefits Summary

Use value
Non-use value

$40.3m

$50.3m

$46.3m

$57.9m

$122m
$128m

Producer surplus:
Direct

$0

$0

$10,316,493

Indirect

$27.8m

$34.7m

$143.1m

Government revenue

$15.3m

$17m

$15.3m

Commercial lease revenue

$14.8m

$0

Divestment value

$265.8m

$265.8m

Residual asset value

$40.6m

$49.3

Total

$450.9m

$ 1 5. 2 m
$265.8m $36.5m
$475.1m

$736.3m

4.9.3 Economic Costs
The realisation of the Project will involve expenditure of capital and recurrent costs. The following costs are
involved in the Project:
Construction Costs - have been provided by Rider Levett Bucknall. There are significant differences in
construction costs, for the Project Options. This is due to the difference in floor space across the options.
Lifecycle Costs - Lifecycle costs refer to the costs associated with replacing assets once they reach the end of
their useful life.
Building Maintenance Costs - The State Government will be responsible for the recurrent building
maintenance costs for the entire facility under all Project Options. These costs have been separated out from
the lifecycle costs.
Project Operating Costs - Operating costs of the Ultimo Presence are the second greatest contributor to
total costs, and include things such as:


Wages and salaries



Utilities
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Advertising



Repairs and maintenance



Various other expenses associated with the continuous operation of the museum and Lyric Theatre
(under Option 03).

Opportunity Cost of Ultimo site - As per advice from Property NSW, the Ultimo site is valued at $150 million.
This value is used as the opportunity cost of the Ultimo Presence land and included in the 2017/2018 financial
year of the Cost Benefit Analysis (CBA).
The below costs summary demonstrates that the Proposed Project Option has the lowest economic cost,
whilst Option 02 has the highest. As would be expected for the Project construction costs are the primary
Economic Cost. As Ultimo Presence will be a total refurbishment of the heritage buildings the lifecycle and
building maintenance costs are relatively low.
Table 19 — Economic Costs Summary
Option 01

Option 02

Option 03

Construction costs

$ 328.2m

$ 395,891,816

$ 298.8m

Lifecycle costs

$ 16.8m

$ 18,108,838

$ 24.4m

Building maintenance
costs

$ 2m

$ 2.4m

$ 1.9m

Total operating expenses

$ 91.8m

$ 119.5m

$ 85m

Opportunity cost of Ultimo
site

$ 150m

$ 150m

$ 150m

Total costs

$ 589m

$ 686m

$ 560m

4.9.4 Results of the Economic Appraisal
The results of the CBA are provided in the below table. The results for the CBA are calculated on the basis
that all figures are in real terms are cash flows are discounted using a real discount rate of 7 per cent per
annum.
The following performance measures were calculated from the CBA:


NPV: The present value of future benefits minus future costs, discounted back to current values; and



Benefit-cost ratio (BCR): The ratio of the present value of the marginal benefits to the present value of the
marginal costs.

Table 20 - Results of the Economic Appraisal
CBA Results
Option 01
Total Project Costs

$450.9m
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CBA Results
Total Project Benefits

$589m

$686m

$560m

Net Present Value

-$137.9m

-$210.8

$176.3

Benefit Cost Ratio

0.77

0.69

1.31

The results of the Economic Appraisal demonstrate that the Proposed Project Option has a BCR greater
than 1, as it has the highest economic benefits and costs. This result can be interpreted as demonstrating
that for every $1 cost borne by the NSW, there will be a whole-of-society benefit of $1.31. Option 02 is the
least preferred option from an Economic perspectives as it has the highest costs, and the lowest BCR of all
Project Options.
The Proposed Project Option returns a positive NPV. The NPV indicates the present value of net community
benefits generated by the Ultimo Investment Case, Option 03 provides a net community benefit of over $176m in
present day values.
4.10 Financial Impact of the Proposed Option
4.10.1 Capital Costs
The capital costs have been developed by the Project Quantity Surveyor, Rider Levett Bucknall (RLB). RLB
have been the Quantity Surveyor for the Project for the Preliminary Business Case, and the Final Business
Case, which has enabled continuity in cost estimation for the duration of the Project. In carrying out their cost
estimate RLB has benchmarked all allowances for building costs against National and International cultural
projects, and has undertaken a separate study to determine appropriate exhibition fit-out costs. Lyric Theatre
costs have also been benchmarked against similar projects.
Table 21 — Capital Cost of Project Options
Capital Item

Option 01

Option 02

, Option 03

Option 04

Construction and Fit-out
Demolition and Basement
Works
Mixed Used Hub
Refreshed Museum
Theatre Venue
Warm Shell
Museum Fitout
External Works

Johnstaff I The Ultimo Presence Project Ultimo Investment Case

Page53

SENSITIVE: CABINET

Capital Item

Option 01

Total Capex

$431.4m

Option 02
$524m

Option 03

Option 04

I $387.4m

$96.7m

The following contingencies have been applied to the cost estimate which are appropriate to the level of
design undertaken:


10% construction design development contingency



10% construction contingency.

The Capital Cost Plan is provided in full at Attachment I.
4.10.2 Development Options Assessment Results
As described in Section 4.6 a DOA was undertaken to assess the viability and benefit of investigating large
scale development(s) opportunities on the site. The DOA analysed a number of potential residential,
commercial and mixed use development opportunities on the Wran and Harwood building sites, whilst
maintaining the heritage buildings for the Project Options. The DOA assessed options under the existing
planning controls and proposed building envelopes and indicative 130m tower heights under amended
controls.
Results are modelled across a range of developer equity return rates, with a range of potential values shown for
each scenario. This reflects the range of risk that developers may attribute to a purchase, and hence the value
they would be willing to pay for the development opportunity.

Development Option

Harwood Site

Wran Site

1

Total

Current Planning Controls (28m
height)
Residential

Mr

Mr

Commercial
Amended Planning Controls (130
m height)
Residential

Ilr

Er

Commercial

Table 22 - DOA Results
It can be seen from the above results that a residential development yields the greatest divestment value,
consistent with the market analysis provided in the 2016 Divestment Strategy.
For the options under amended planning controls, it is assumed the State will enter into an agreement with a
preferred developer through a tender process. This will enable the developer to commence planning and presales prior to the release of the final Development Approval. This expedites the process of delivering the
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development, allowing concurrent construction with the Cultural Hub, and delivers the best value outcome to the
State.
Achieving a return at the higher end of the range shown will be dependent on the third party being satisfied with
a low level of risk associated with the Project, allowing the developer to accept a return on equity at the lower
end of typical development returns. The overall final divestment value will also be contingent on the
assumptions from the prior real estate market analysis, cost planning and other inputs remaining valid at the
time the transaction is completed.
For the purposes of the Economic Appraisal a divestment return benefit has been calculated based upon a
residential development over both the Wran and Harwood sites under amended planning controls.
The full outcomes of the DOA are provided in full at Attachment E.
4.10.3 Financial Appraisal
Paxon Group undertook the Financial Appraisal, which was informed through analysis of existing MAAS
financial statements and operating assumptions provided by CIPMO and DPE. This information was used to
build a financial model for each option, utilising appropriate drivers to develop cost and revenue projections
aligned to the physical and operational nature of each Project Option.
The aim of the financial appraisal is to evaluate and summarise the various costs and revenues associated
with the potential options under consideration within the UIC. The financial appraisal uses these cash flows to
determine the NPV of the Project and other key metrics associated with its implementation.
The Financial Appraisal has been conducted in accordance with NSW Treasury's TPP07-4 Commercial
Policy Framework: Guidelines for Financial Appraisal ("Guidelines") (Treasury 2007). Consistent with the
Guidelines, a Discounted Value of Projected Future Cash Flow ("DCF") model was developed. The
modelling captures the various cost and revenue impacts of the assessed Project Options and presents
them projected over the appraisal period balancing accuracy in projections with estimated implementation
requirements.
The operating period assessed is 20 years. In accordance with the Guidelines the appropriate determinant of the
operating period for the New Museum should be the asset's economic life. However, for long-lived assets like
the New Museum in Western Sydney, it is suggested that the operating term be restricted to 20 years and then
an estimate of the asset's residual value is taken to represent the remaining service potential.
For the purposes of the Financial Appraisal it is assumed that the State will own the entire facility under all
Project Options. It will lease the Lyric Theatre and Commercial Flexible Spaces to a third party under these
options. The MAAS Museum portion under all options will be operated by MAAS. For this reason the
Financial Appraisal separates the 'MAAS' operating position from that of the 'State.' It is assumed that there
is currently no additional Government Grant allocated to the MAAS Museum portion of the site. Under all
options MAAS would require additional Grant funding.
The methodology, including full detail of assumptions, costs and revenues used in the analysis, and details of
sensitivity testing, are contained within the Financial Appraisal provided in full at Attachment K.
Summary Results of the Financial Appraisal
The results of the Financial Appraisal are summarised in the following tables:
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Capital
The capital component of the project includes construction costs and life cycle costs. The following table
presents the nominal and present value of the capital costs for each Project Option. Option 01 is the
cheapest from a capital perspective, followed by Option 3 including a Lyric Theatre. Re-purposing and refitting the heritage building to function entirely as a museum is the most expensive option from a capital
perspective.
Table 23 - Capital Results
Option 1

Option 2

Construction

$431.40m

$524.04m

Life Cycle

$105.02m

$113.68m

$143.95m

Total

$536.42m

$637.72m

$531.40m

Option

Option 3

Nominal
$387.45m

NPV @ 6.88%
Construction

$329.65m

$397.65m

Life Cycle

$27.57m

$29.81m

$39.32m

Total

$357.22m

$427.47m

$339.27m

$299.95m

Museum Operating Cash Flows
The following table presents the net operating position results for the MAAS Museum component of each
option. Option 3 is shown to represent the lowest net present cost to the State, due to the smaller MAAS
Museum.
Table 24 - Operating Cash Flow Results for the MAAS Museum
Option

Option 1

Option 2

Option 3

Revenue

$227.71m

$254.40m

$227.71m

Operating Expenses

-$361.39m

-$469.97m

-$267.04m

Net Operating Position

-$133.68m

-$215.57m

-$39.33m

Revenue

$81.55m

$90.96m

$81.55m

Operating Expenses

-$130.78m

-$170.21m

-$97.16m

Net Operating Position

-$49.23m

-$79.25m

-$15.61m

Nominal

NPV @ 6.88%
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State Operating Cash Flows
The following table presents the net operating position results for State Run components of each option,
being the Lyric Theatre and Commercial Flexible spaces. The following table demonstrates that the
commercial lease revenue and capital contribution provide significant sources of revenue to the State.
This may be used to offset the MAAS Presence operating position.

Table 25 — State Operating Cash Flow Results
Option

Option 1

Option 2

Option 3

Building Maintenance

-$7.91m

 $9.44m

-$7.30m

Total

$50 11m

 $9.44m

$354.35m

Capital contribution from operator
Annual lease payment from Operator
Commercial Lease

NPV @ 6.88%
Capital contribution from operator
Annual lease payment from Operator
Commercial Lease

$21.66m

Building Maintenance

-$2.65m

Total

$220.97m

$18.20m

Residual Value
The following table presents the residual value included in the evaluation of each option. Consistent with
the capital cost of the Project Options, Option 02 has the highest residual value.
Table 26 — Residual Value of Each Option
Option

Option 1

Option 2

Option 3

Nominal

$239.58m

$291.03m

$215.17m

NPV @ 6.88%

$45.36m

$55.10m

$40.74m
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Overall Financial Outcome of Each Project Option
The following table presents the overall net present value of each option. Option 3 represents the lowest net
present cost to the State. It is preferred based on both the operating position of the MAAS Museum and other
State cash flows.

Table 27 - Overall NPV Summary
Option

Option 2

Option 1

Option 3

NPV @ 6.88%
Revenue

$81.55m

$90.96m

$81.55m

Operating Expenses

-$130.78m

-$170.21m

-$97.16m

Net Operating Position

-$49.23m

-$79.25m

-$15.61m

State Cash Flows

$18.20m

-$3.43m

$220.97m

Capital

-$357.22m

-$427.47m

-$339.27m

Residual Value

$45.36m

$55.10m

$40.74m

Total

-$342.90m

-$455.04m

-$93.17m

Summary of the Proposed Project Option
The following tables provide the cash flow results for the Proposed Project Option during the transition
phase, and the operating position during the first five years of operation.
Table 28 - The Annual Projections for Option 03 during the Project Implementation Phase
Option 3 Annual Projections - Development Phase
Element

FY2019

FY2020

FY2021

FY2022

FY2023

FY2024

MAAS Revenue

$9.00m

MAAS Expenses

-$9. 08m

MAAS Operating Sub-Total

-$0.07m

State Cash Flow

$302.15m

Capital

-$19.19m

-$25.79m

-$77.42m

-$11.16m
$132.19m
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Option 3 Annual Projections — Development Phase
len,vmr:q1s,gtr.-ra7,-,rtr

Total

-$19.19m -$25.79m -$77.42m -

$290.91m
$132.19m $121.69m

Table 29 - Annual Operating Position for the Option 3 for the first five years
Option 3 Annual Projections — Operations
Element

FY2024

FY2025

FY2026

FY2027

FY2028

MAAS Revenue

$9.00m

$8.80m

$8.59m

$8.74m

$9.58m

MAAS Expenses

-$9.08m

-$10.49m

-$14.40m

-$11.02m

-$10.02m

MAAS Operating Sub-Total

-$0.07m

-$1.68m

-$5.81m

-$2.28m

-$0.44m

Commercial Lease Revenue

$2.33m

$2.39m

$2.45m

$2.51m

$2.58m

4.10.4 Overall Quantitative Evaluation of Project Options
Based upon the combined results of the Economic and Financial Analysis of the Project Options
the qualitative evaluation of the options the following can be observed:
 Under all options the Museum component of the option has a negative operating position. This is
attributable to the fact that there is presently no Government Grant revenue allocated to support the
MAAS recurrent funding requirement. In Options 01 and 03 the state would receive lease revenues
from the theatre and commercial space, however this revenue would be insufficient to support the
MAAS recurrent funding requirement.
 Option 01 has a capital cost of $431.4m. It has a BCR 0.77 and a negative NPV of -$ 137.9m. Under
the option that State would receive lease revenue from the Commercial Flexible space, however
additional recurrent funding is required for the smaller MAAS Museum component.
 Option 02 has a capital cost of $524m. It has a BCR of 0.69 and a negative NPV of -$210.8.Option
02 has the lowest NPV of all options and has the lowest net operating position of all options due to
the limited revenue streams available in that option, and the significant costs associated with
Museum exhibition turnover. Option 02 is the least preferred option from a quantitative perspective.
 The Proposed Option, Option 03 has the lowest capital cost of $387.4m It has a BCR of 1.31 and a
NPV of $ 176.3m and provides the greatest economic benefits to the State. It has the best operating
position of all Project Options, however additional recurrent funding will be required for the MAAS
Museum component ranging from $0.07million to $5.81m per annum in the first five years of
operations, commencing FY 2024.
Option 03 is the Proposed Project Option from a quantitative perspective.
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4.11 Project Options Risk Assessment
A comprehensive risk assessment has been undertaken for the MAAS Project as described in Section
5.4 and as provided in the MAAS Project Risk Register provided in full at Attachment L.
As the base case for the UIC is no retention of an Ultimo Presence, not the retention of the Powerhouse
Museum, there is limited distinction between the risk profiles of each Project Option. This is due to the fact
that all options result in the provision of a purpose built new facility. All risks associated with the unique
nature of the site, Development Options, design and construction risks have the same likelihood and
consequence across all options. The detail of these risks and the mitigation strategies are detailed within
the MAAS Project risk Register.
The greatest distinction between the risk profiles of each option relates to demand for the offering within
the option and the ongoing recurrent costs of running the Museum component.
The following Project Options Risk Summary provides and overview of the risks that are unique to each
option, or would have a differing consequence for each option. Option 02 has the greatest risk profile, as it
has a high capital cost, and the worst operating position as it does not contain sufficient revenue generating
opportunities to offset the recurrent expenditure required to support a large scale MAAS Museum. Options
01 and 03 have comparable risk profiles. Risks for Option 01 and 03 relate to Government appetite for the
capital investment, and the risk market testing has not been undertaken to define and ensure demand for
the commercial flexibles space and Lyric Theatre.
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Table 30 - Project Options Risk Assessment
Risk

Likelihood Consequence Financial
Impact

Comment

Option 01
The capital requirement for the Option
is not supported by Government.

Yes

The Ultimo Presence Project has no defined project budget, and
therefore all Project Options have the potential to exceed
government's funding appetite. Option 01 is the second most
expensive option at $431m, which represents a significant
investment.

The demand and appetite for the
commercial flexible space offering is
lower than anticipated.

Yes

Market testing has not been undertaken to text demand for the
commercial flexible space. Likewise a WTP study has not been
undertaken for the option. Insufficient market appetite for the
option would have a negative impact on the operating position of
the option.
Market sounding and a WTP survey are proposed as necessary
activities in the Implementation Phase Activities.

The capital requirement for the Option
is not supported by Government.

Yes

The Ultimo Presence Project has no defined project budget, and
therefore all Project Options have the potential to exceed
government's funding appetite. Option 02 is the most expensive
option at $524m, which represents a significant investment.

Option may result in
competition/cannibalisation issues with
The New Museum in Western Sydney,
adversely affecting both facilities.

Yes

The risk has a high likelihood as the scale of the offering
represents a 'second' large scale MAAS Museum.
Cannibalisation issued should be avoided through a clear
delineation between thematic and programmatic offerings on
the Ultimo and Western Sydney sites.

Option 02
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Option does not enable additional
commercial and revenue opportunities.

Yes

Risk has a high impact on option as the full museum option
constrains availability of supplementary opportunities in the
space. However, this could be mitigated through further design
and operational model development in the Implementation Phase
Activities.

The demand and appetite for the
cultural offering is lower than
anticipated.

Yes

Risk has a moderate impact on option as lower than anticipated
visitation will impact the operations of the model and may require
additional government funding for the Museum.

The capital requirement for the Option
is not supported by Government.

Yes

The Ultimo Presence Project has no defined project budget, and
therefore all Project Options have the potential to exceed
government's funding appetite. Option 03 is the least option at
$387m, however this remains a significant investment for
Government.

The demand and appetite for the Lyric
Theatre is lower than anticipated.

Yes

Risk has a high impact on option as lower than anticipated
demand for the Lyric theatre will have a major impact upon the
operating model assumptions.
Market sounding and industry consultation activities are
proposed as necessary activities in the Implementation Phase
Activities to confirm the economic and financial viability of the
option.

Option 03
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4.12

Sustainability

The Ultimo Presence Project will seek a high degree of sustainability in all aspects of its design, construction
and operation. The Proposed Option will be designed around the principles of sustainable design - which
attempt to balance social, economic and environmental considerations into a sustainable whole:
4.12.1 Social Sustainability
The Ultimo Presence Project, in line with NSW Government policies and guidelines, will seek to encourage
engagement with the local community, and provide employment opportunities where possible. The key social
sustainability benefits of the Project will be the enhanced accessibility to the site, educational offerings, and the
increase community gathering that will be provided by the reinvigoration of the site.
As with any urban renewal project, the Project offers great potential for the Site to be revitalised. This will
increase pedestrian activity, make the currently restricted site more accessible and increase the use of the
surrounding space by activating the precinct. The delivery of quality public outdoor gathering spaces will
encourage social interaction.
The Project will offer significant opportunities to enhance social sustainability through museum and work space
offerings to the education sector. Education is not restricted to a classroom setting, therefore all people who
attend the Hub will derive significant educational benefit. Boosting participation and engagement with the
education sector will be pivotal to underpinning the success of MAAS over the longer term, specifically, through
furthering educational outcomes, maintaining lifelong relevance among audiences, and remaining financially
sustainable. The Project will enable MAAS to strengthen partnerships with the adjacent UTS and other
educational institutions to share knowledge in design and creative industries.
The proposed Lyric Theatre will encourage social sustainability through attendance at the venue and
engagement in live performance, and also support the development of a vibrant night-time economy. The
increased attendance at the site in the evening will support the vibrant night time use of adjacent
establishments and enable the community to interact with family and friends.
4.12.2 Economic Sustainability
Investments in traditional infrastructure are critical to supporting the Sydney's long term employment growth,
economic growth and productivity. Investments in fit-for-purpose art and cultural infrastructure are also an
important component of this economic uplift. Arts and culture are regarded as an important contributor to a
range of social, economic and educational outcomes through stimulating individual creativity, and the
entertainment and enlightenment of audiences. In evoking creative, new and innovative ways of thinking,
arts and cultural participation plays an important role in contributing to broader sense of community and
social cohesion.
One of the Project Objectives for the UIC is to develop a sustainable operating model that enables revenue
raising and commercial opportunities. The development of the refreshed Museum operations, and a targeted
design focussed programmatic strategy, will enable focus on ancillary offerings and sponsorship opportunities
from the creative industries sector.
Alternate offerings including the flexible commercial space and the Lyric Theatre provide an opportunity for
self-supporting operations, and broader economic benefits to the State, through utilisation of the facility by
Interstate and International visitors.
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Further discussion on the economic benefits of the Project are described in the Economic Appraisal at
Attachment J.
4.12.3 Environmental Sustainability
A key priority for the Project is the achievement of a sustainable design outcome that is sympathetic to, and
utilises the existing heritage structure on the site. The options assessed by the UIC aim to attain the requis ite
levels of operational sustainability required under NSW State policies. Each of the options will deliver and
achieve appropriate industry standards related to the effective and efficient delivery of services. The concept
of sustainability will be achieved through the application of smart design principles at the early stages of
planning and constructing the facility. The following ESD objectives have been identified for inclusion in the
Project:
The design should utilise the existing features, orientation and mass of the heritage buildings, where
possible, to contribute as passive ESD initiatives.


The design should minimise environmental impact and minimise utility costs. Innovative passive systems can
be used to minimise operational expenditure. The NSW GREP (Guideline Resource Efficiency Policy) policy
outlines various strategies to increase resource efficiency across energy, water and waste streams, as well as
guidelines for reduce harmful air emissions. This includes targets for energy efficiency, solar leasing
opportunities, purchasing Green power, minimum waste standards and, crucially, demonstrating leadership
by incorporating resource efficiency in decision-making.



International conservation standards, which require the museum portion of the site to be temperature and
humidity controlled, need to be maintained to ensure the museum remains internationally competitive for
major touring exhibitions. This will put considerable demand on the power and mechanical systems, but
provides an opportunity for innovative design of the museum's active and passive systems, around energy
use and environmental control.



A 'whole of life' ESD approach to the Project is required. This will require consideration during design
development will to find the right balance of technology and active ESD initiatives that may impact the
Project budget and the long-term operational cost reduction, cognisant of the necessarily high energy
needs of the Museum and Theatre facilities.



Users and visitors will benefit from improved and revitalised amenities and healthy environments where the
design incorporates energy-efficient mechanical and electrical systems and renewable energy
technologies. The complete replacement of services will enable the use of these technologies.

4.13 Technical Standards and Legislative Requirements
A comprehensive review of applicable Commonwealth, State and Local Government Legislation and Plans has
been undertaken as part of the UIC. The review has encompassed the identification, purpose and
implementation, and timing of applicable standards and legislation to the Project across the following stages:


Approvals and functions;



Statutory Planning;



Procurement;



Design and Construction;

The Legislation and Technical Requirements Review is provided in full at Attachment P.
Johnstaff I The Ultimo Presence Project Ultimo Investment Case

Page 6.

SENSITIVE. CABINET

4.13.1 The Museum of Applied Arts and Sciences Act 1945 (NSW)
The scope of any limitations on the performance of the options needs to be considered against the legislative
limitations contained in the Museum of Applied Arts and Sciences Act 1945 ("MAAS Act"). The performance of
commercial options are likely to require amendments to the MAAS Act, unless the options can be achieved
through regulation. Legal advice will confirm whether the performance of the preferred option requires an
amendment to the MAAS Act, which would require legislative approval, public consultation and associated costs.
In the alternative, legal advice may confirm that performance of the options is attainable by regulation, not
requiring legislative approval.
A preliminary review of the MAAS Act was undertaken during the Preliminary Business Case. Further review of
this legislation is recommended during the Implementation Phase of the Project to ensure that the Proposed
Option, and its operational functions, is permissible or enabled under an amendment to the Act.
4.13.2 Local and State Planning
The proposed building option/s must be developed in accordance with the Environmental Planning and
Assessment Act 1979 (NSW) ("EPA Act") and associated regulations, as well as various other federal heritage
and environmental legislative requirements. Whilst the EPA Act provides the overarching structure for planning
for the options, there are two other important regulatory instruments to be considered, including up to 66
applicable Statement Environmental Planning Policies and several Parramatta and Greater Sydney Local
Environmental Plans.
All options are considered State Significant Developments ("SSDs"). SSDs require an Environmental Impact
Study ("EIS") in support of any application to the Department of Planning and Environment. The SSD requires
the preparation of a Secretary's Environmental Assessment Requirements ("SEAR"). The SEAR forms the
basis of the EIS assessment.
Under the proposed programme acceleration strategy it is assumed that a State Significant Development
Approval (SSDA) will be sought, with associated amendments to the controls to enable greater development
potential, with the Minister for Planning as consent authority. DPE has advised that planning approval may be
sought through:


An amendment to the State Environmental Planning Policy (SEPP) (State and Regional Development)
2011, or



A Joint Development Application and SEPP amendment with stage 1 approvals and new Local
Environmental Plan Controls

The Broad powers of the Minister and capacity to undertake this approach are contained within the:


EPA Act Part 4, Division 4.1, Section 89C



Environmental Planning and Assessment Regulation 2000, Part 6 Division 15



State Environmental Planning Policy (State and Regional Development) 2011 Part 2, Clause 8



EPA Act, Schedule 2.

The Greater Sydney Commission may provide assistance in coordinating the strategic planning for the
proposed options.
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4 13 3 Procurement
The procurement of consultants and contractors, to perform works in furtherance of the options is governed by the
Public Works and Procurement Act 1912 (NSW), regulations, various policies, and directives. All procurement
activities are to be undertaken in strict accordance with those requirements, as all procurement activities are
subject to the Independent Commission Against Corruption Act 1988 (NSW).
4.13.4 Design & Construction
The delivery of the initial design related activities will be undertaken by CIPMO. Detailed Design and the
construction aspects of the Project will be completed by Infrastructure NSW as the delivery agency.
A significant number of Federal and State policies govern safety in design, environmental standards,
accessibility, work health and safety practices and technical building standards required of all building
projects.
All standard building design and construction laws, regulations, codes, standards, guidelines, and policies,
apply to the delivery of the options, and reporting requirements during the Implementation Phase.

5.

Implementation of the Proposal

5.1

Project Planning

5.1.1 Program Overview
The transition from the current Powerhouse Museum facility to the Proposed Option, has interdependencies with
the New Museum in Western Sydney project, and flow on effects to the Museums Discovery Centre, and the
Sydney Observatory. The timing and sequencing relationship between the two projects must be carefully
managed to ensure:


Appropriate communications management regarding the closure of the Powerhouse, and ongoing MAAS
Activities is well communicated to the community;



Careful yet efficient relocation of the collection from Ultimo to the proposed new storage facility at the
MDC, so as to enable works to commence on program at that site;



Detailed planning for works at the MDC, including movement and storage of existing objects to enable
demolition and construction of new facilities;



Planning for object relocation to the New Museum in Western Sydney and the Museum within the Hub.

An overarching high level programme that details the dependencies between all aspects of the MAAS
Project is provided with the MAAS Project Integration Brief.
5.1.2 Proposed Option Preliminary Master Programme
A Preliminary Master Programme for the implementation of the Proposed Option has been developed to
provide an estimate of the duration of key project activities. It has been based on the high level Project
Options drawings produced by Crone Architects, and the estimated construction activity durations for
each. Durations within are subject to change pending the final design outcome and the prov ision of
detailed documentation. The Preliminary Master Programme has been developed with reference to the
following assumptions and considerations:
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the endorsement of the Project by Government in November 2017 and Gateway Approval in February
2018 have been adopted as the principal constraints for the commencement of works on the Project;



the Design Procurement activities will commence quarter 1 2018;



Final Business Case activities and additional project due diligence will commence Q2 2018;



the Project Option and Development Option will be subject to a planning acceleration strategy as
described in Section 04. Planning approval for all development on the site is assumed to be achieved
end Q4 2019;



the principal constraint for the commencement of the Proposed Project Option is the full decant of the
MAAS collection from the heritage buildings in Q4 2020;



the principal constrain for the commencement of Development Options is the full vacation of the Wran and
Harwood Buildings. The timing rationale for the divestment of these sites is described in the DOA at
Attachment E. An indicative timeframe for construction of a large scale development is provided only, and
the duration will be dependent upon the final design and planning outcomes;



timeframes for procurement activities have been benchmarked against procurement timeframes for
projects of similar scale; and



site preparations and latent conditions allowances have been made to enable remediation of the site and to
undertake additional care with heritage buildings. This allowance may be refined as further due diligence is
undertaken.

The Preliminary Master Programme is provided in full at Attachment M.
The key Project milestones and activities are summarised in the following table:
Table 31 — The Key Project Milestones & Activities
Key Activity/Milestone

Commence

Complete

Government Announcement

Q4 2017

Completion of UIC

Q4 2017

INSW Gateway Process

Q1 2018

Powerhouse Closure Activities
Close Ultimo Powerhouse

Q2 2019

Wran Only Activities

Q2 2019

Large Object Decant

Q2 2019

Q4 2020

MDC New Storage Facility Available

Q2 2020

Q4 2020

Ultimo Decant (Powerhouse, Wran and Harwood)

Q2 2019

Interim Program Pop-ups and Touring

Q1 2020

Q1 2020

Q4 2021
Q4 2022

Ultimo Revitalisation
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Key Activity/Milestone

Commence

Complete

Statutory Planning (SSD and SEPP Amendment)

Q4 2017

Q4 2018

Concept Design Development and Final Business
Case

Q2 2018

Q4 2018

Development Approval Submission and Approval

Q2 2019

Q4 2019

Schematic Design

Q3 2019

Q4 2019

Contractor Procurement and Design Finalisation

Q2 2019

Q2 2020

Site Preparation Works

Q3 2019

Q4 2020

Main Works

Q4 2020

Q2 2023

MAAS Exhibition Fit-out

Q2 2023

Q4 2023
Q4 2023

New Hub Open
Site Divestment
Wran Development Approval and Approach to
Market

Q3 2020

Q4 2019

Wran New Development
Harwood Development Approval and
Approach to Market

Q4 2019
Q3 2023

Q4 2021

Q2 2024

Harwood New Development

5.2

Ultimo Presence Governance Arrangements

The delivery of a new cultural offering in the Sydney CBD, housed within the existing heritage buildings of
the Powerhouse museum presents unique challenges. The transition of the site from its current format, the
master planning, design, Planning and interface arrangements will all require clear leadership and
accountability to navigate it through the next phases. As the Ultimo Presence Project has been subject to
preliminary due diligence and concept modelling within the Investment Case only, the followin g governance
arrangements have been developed to monitor and guide the detailed planning and due diligence phase of
the Ultimo Presence Project. Additional consideration of the membership of the governance groups,
including appropriate delivery agency, will be necessary prior to the procurement and implementation of the
Project.
Establishing effective Project governance arrangements, investing in appropriate Project resourcing
capacity, and defining clear remits for Project resources, will be critical to the successful planning and
delivery of the Project. The DPE therefore, propose a robust framework which guides project success,
creates transparency and confidence in decision making, clarity of roles and responsibilities and
consideration of stakeholder interests.
CIPMO within DPE, Arts, Screen and Culture Division is assumed to be the nominated project sponsor in
relation to the proposed Ultimo Presence Project within the heritage buildings. As project sponsor CIPMO
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will be responsible for the Investment Case, detailed planning and due diligence phase of the Project, and
the specification and definition of the Project and asset requirements. Good governance principles may
indicate that an alternate agency be responsible for the further delivery phases of the Project. Should this
transpire, the sole change to the proposed structure would be the substitution of Sponsor agency
responsibilities.
As the ultimate Asset Operator(s) will not be settled until after endorsement of the options within the
Investment Case, it is assumed that the Asset Operator is MAAS for the purposes of the governance
structure. Should an alternate or additional Asset Operator be identified, the sole change to the proposed
structure would be the substitution or addition of an Operator.
DPE and CIPMO, in conjunction with key stakeholders, will bring together a range of disciplines and skills in
a collaborative way to establish a robust and cohesive approach to the detailed planning of the Ultimo
Presence Project. Successful delivery of this project will require clear planning and governance, and
coordination with the New Museum in Western Sydney project due to the inextricable links between the two.
This coordination and integration is to be facilitated through a conjoined PSC, the Project Directors and the
collections logistics program. Detailed governance arrangements for the New Museum in Western Sydney
are specified in the New Museum in Western Sydney Final Business Case.
5.2.1 Governance & Reporting Structure
The following organisational chart shows the proposed governance structure to be adopted from detailed
planning and due diligence and procurement of advisors through to delivery of the final detailed proposal to
government. The structure is based around the core principles of public sector governance, accountability,
decision-making, stewardship, transparency, integrity, policy-compliance, control and leadership. It is
recommended that participant members of the Project Steering Committee and Project Control Group have
experience in large scale infrastructure projects, and large scale cultural projects as appropriate.
Given the interdependencies that exist between the New Museum in Western Sydney and Ultimo Presence
Projects (jointly the 'MAAS Project), particularly in relation to the transition of the collection, it has been
determined that core governance should have oversight of both projects. Project specific governance streams
are introduced at Project Team level each of which is overseen by an independent Project Director.
The Ultimo Presence governance structure is comprised of the following key groups:


PSC (Project Steering Committee) — the MAAS Project - Responsible for strategic direction, oversight and
endorsement of key decisions;



PCG (Project Control Group) — the MAAS Project - Responsible for managing performance, scope,
milestones, deliverables and achievement of the Project Objectives;



MAAS Trustees — the MAAS Project - Key advisory to the PSC; and



Ultimo Project Team - Key project owners, responsible for the day-to-day running of the Project, working as
one team to provide project definition, planning, and leadership.

Figure 9 - MAAS Project & Ultimo Presence Project Governance & Reporting Structure
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The Ultimo Project Team is made up of key project owners, led by the Project Director, working as one team to
provide the operational leadership required to advance the Project through the detailed Planning phases. The
Ultimo Project Team will be responsible for project definition and planning, and driving the development of all
aspects of the Project and day to day management of the broader Project team.
To ensure full program oversight and coordination the Ultimo Project Team is comprised of representation from
the following disciplines Programs, Operations, Strategy and Planning, Design, Construction, Change
Management, Collections Logistics and, Communications and Stakeholder Engagement.
A key component of the Ultimo Presence Project is the oversight and integration of the Ultimo Presence works
within the heritage buildings and the administration of a process to divest all or part of the existing MAAS site at
Ultimo. The future divestment, timing, funds management and planning strategy for the Ultimo site, will require
rigorous and coordination and control, particularly if non-traditional procurement methods or private finance is
utilised for the procurement of the Project.
This next phase of governance has been developed to integrate a range of disciplines and skills in a collaborative
way to establish a considered and cohesive approach to the Ultimo Presence. The Project will naturally evolve
with the programme, and governance will need to be monitored and reviewed to ensure it
Johnstaff I The Ultimo Presence Project Ultimo Investment Case

Page 70

SENSITIVE CABINET

supports the most effective project development. Governance however, will always be characterised by clarity
around roles, responsibilities, accountabilities and controls, in particular decision making processes, and
involve appropriately skilled participants at all levels.
The full Governance Arrangements Report is provided in full at Attachment N.
5.3

Procurement Options Assessment

A detailed Procurement Options Assessment (POA) has been developed, in consultation with CIPMO, to
identify a preferred procurement option for the proposed Ultimo Presence Project. The POA contemplates the
Proposed Project Option only and does not contemplate procurement of the Development Options.
The POA outlines the alternate procurement options, the strengths and weaknesses of each, the
requirements of the Project that will influence the approach, and identifies the optimal procurement model for
use in the delivery of the Project. The analysis is conducted consistent with the National PPP Guidelines, and
the Project Objectives as set out in the Ultimo Project Definition.
5.3.1 Project Programme
Design works for the Ultimo Presence Project are expected to commence Q1 2018. Commencement of
construction activities is constrained by the closure or the Powerhouse Museum, anticipated Q2 2019, and
the removal of objects from the heritage buildings, anticipated Q4 2020. This constraint enables significant
time provision for design development activities. The opening of the Ultimo Presence Project is anticipated
end 2023.
A procurement methodology is required to enable the following project specific requirements:


Design: the Lyric Theatre and museum will require bespoke design and construction considerations which
differ from regular commercial design and construction processes. The design must also incorporate heritage
considerations unique to developing inside the heritage listed buildings;



Industry Consultation: detailed design development, will be required to include significant consultation
activities with private sector theatre operators, MAAS and the creative industries and education sectors;



Heritage: adaptive re-use of the heritage buildings will have specific sensitivities. Ongoing engagement
with heritage experts and bodies will be required during the Project development;



Site Preparation and Early Works Activities: the requirement to undertake some demolition works to
remove large objects, and the requirement for significant demolition activities with the heritage buildings,
provides an opportunity for early contractor involvement and some programme efficiencies;



Master Plan: Specific design and/or construction requirements that may result from other developments on
site (delivered by the private sector).

Timing of procurement is in accordance with the key activities for procurement identified within the Master
Project Schedule.
5.3.2 Delivery Agency
CIPMO, will be the agency responsible for the design development of the Proposed Option.
For the purposes of this UIC, Projects NSW, a division of Infrastructure NSW (INSW) is the nominated
delivery agency for the procurement and construction of the Project, due to its experience in delivering
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complex projects of similar scale. It is intended that Projects NSW will work closely with the CIPMO, MAAS and
third-party operators during the design construction of the Project.
5.3.3 Procurement Models
There are a number of procurement options available for the design, construction and operations phases of
the Proposed Project Option. The POA considers a range of procurement options, from traditional public
sector procurement through a range of models with progressively increasing private sector involvem ent.
Consistent with the requirements of both the National PPP Guidelines and the NSW PPP Guidelines, public private partnership models have been considered given the likely capital value in excess of $100m for the
Proposed Option.
The following procurement models are considered as potential options in the POA:


Delivery models:
Construct Only;
Design and construct;
Project Alliancing;
Construction Management;
Managing Contractor.



PPP models
Design, Build, Maintain;
Design, Build, Finance, Maintain;
Design, Build, Operate; and
— Design, Build, Finance, Operate.

5.3.4

Evaluation Criteria

The evaluation of procurement models within the POA is consistent with the framework outlined in the
National PPP Guidelines. Each model is assessed against the following six evaluation criteria:
1.

Operational Flexibility

2.

Risk Management

3.

Time to Deliver Project

4.

Market Interest

5.

Value for Money

6.

Budget Certainty

Criteria are weighted based on their relative importance and alignment with the overall project objectives set out
in the Ultimo Project Definition. Each potential procurement model was assigned score out of 5 for each
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criteria, based on its ability to meet that criteria, with a total weighted score was then calculated for each
option.
5.3.5 Recommended Procurement Approach
The POA recommends that a Construct Only procurement method, involving the State separately contracting
for both design and construction of the facility, be utilised in implementing the proposed redevelopment of the
Proposed Option. A Design and Construct model also scores highly, and may also be recommended should
the State have a requirement for the lower timeframe for delivery that typically comes with such an
arrangement.
Construct Only is the preferred approach for the following reasons:


It enables the State to best manage key risks, including heritage and stakeholder risks relating to the
Heritage buildings;



It Provides the best opportunity for value for money and improved qualitative outcomes through separated
design and construction processes; and



Will allow the State to retain operating responsibility for the facility, which is key given the unique nature of
the proposed cultural elements within the development.

The Procurement Options Assessment is provided in detail at Attachment 0.
5.4

Risk Management Strategy

The MAAS Project Risk Register details the key, unique, project risk management issues and mitigation
strategies for the identified risks facing the Project. The Risk Register captures risks at all project phases, from
the UIC phase through to detailed implementation and commencement of museum operations at the New
Museum in Western Sydney and Ultimo Presence, and will be used and updated throughout the Project. The
Risk Register has been used as a proactive project management tool to monitor and review the risks identified
as potential threats during the development of the UIC and associated activities.
Given the interdependencies that exist between the New Museum in Western Sydney and Ultimo Presence
Projects particularly in relation to the transition of the collection, programme and reputational risks, it has
been determined that many of the MAAS Project risks are shared. For that reason an overarching Risk
Register has been developed that may be filtered by 'Western Sydney', 'Ulti mo' or 'All.' The Risk Register
may be separated during the Implementation Phase and tailored to suit the specific need of the Ultimo
Presence Project.
The Risk Register is provided in full at Attachment L.
5.4.1 Risk Management Approach
An early and robust risk assessment during the UIC phase of the Project has enabled risk management
strategies to be developed to give confidence to the Project Governance about the status and 'health' of the
Project. During the UIC Phase, risks have been addressed at the Project Control Group (PCG) and Project
Steering Committee (PSC) meetings and updates provided on mitigation measures in place and to any changes
to risk ratings.
The key tasks of the risk assessment process for the UIC have been:
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Review, and evaluation of the previous Final Business Case Risk Assessment to identify appropriate
ongoing risks to the broader MAAS Project and those associated with the Ultimo Presence;



Develop the attached MAAS Project Risk Register;



Risk workshop 01 with the Project Control Group (PCG) in which risks were identified/reviewed, analysed
and evaluated (held 07 June 2017);



A Risk Update session with the PCG (10 August 2017);



Risk Workshop 02 which options and overall reputation and project interdependencies risks were
identified/reviewed analysed and evaluated (held 23 October 2017);



A Risk finalisation process with CIPMO including a discussion and review of the Register in November 2017,
prior to inclusion within the UIC. Risks that relate specifically to the Project Options are discussed in Section
04.

Risk Analysis
The Register and approach to risk management has been undertaken in accordance with AS/NZS ISO
31000:2009 Risk Management - Principles and Guidelines. The risk analysis process for the Project
involved the following steps:


Risk Identification - Identification of all material process and project risks;



Assessing Risk Impact - Determination of whether there is a cost or delay impact, or less tangible impact;



Assessing Risk Exposure - Determination of the risk exposure, being a function of: - risk likelihood being the likelihood or probability of the risk occurring; - risk consequence - being the consequence the
risk will have;



Developing the Mitigation Strategy - Identification of possible mitigation strategies to reduce the risk
exposure. The scope of the risk assessment relates to the New Museum in Western Sydney and
proposed Ultimo Presence, and is focused on significant process risks that affect the project planning
and procurement phases as well as project risks that may arise during the pre-construction, construction
and operation phases.

5.4.2 Risk Profile of the Project
The following risk categories have been identified and inform the structure of the MAAS Project Risk Register.
The intention of the categories is to group like risks, and provide a high level chronological order to risks. The
risk categories and the content within the register relate to:


Reputational and Communications Risks
- The highly political nature of the Project and the significant reputational impact that the Project has, and
may continue to have, on MAAS and Government. The risks in this category also summarise the
key issues relating to stakeholder and community consultation activities required for the Project.



Business Case Implementation Risks
The implementation and realisation of the options and strategies proposed within the UIC. There is a
potential risk to the Project if the high level works undertaken in the UIC are not finalised in a more
detailed due diligence/business case phase. These risks relate specifically to the Project programme
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and potential threats to the project budget due to changes in divestment values or the impacts
of Statutory Planning requirements and demand analysis for the Lyric Theatre.


Regulatory Process and Legislative Requirements
 Restrictions in the MAAS Act or other legislation that may affect the Project Implementation
and operations of the DesignPlus Museum.



Design and Design Competition Risks
 The failure to adequately resolve and test the design assumptions made during preliminary
concept development, including the appropriateness of the space for a Lyric Theatre.



Planning and Site Risks
The Statutory Planning amendments that are required to facilitate the development of the New
Museum and additional commercial development opportunities that are non-compliant with
existing planning controls.



Procurement Risks
 Changes in the procurement approach, or possible impacts related with unexpected (private)
third party involvement in the delivery of the Project.



Construction Delivery Risks
 The number of significant infrastructure projects being undertaken in Western Sydney and the
potential impact this will have on the area and Project. Latent site conditions, and the environmental
factors on the site also represent a risk during the construction phase of the Project.



Collection and Logistics Risks
-- The movement of the MAAS collection from the Powerhouse Museum represents one of the
most critical risks to the Project with respect to project programme. There is also risk to the
collection associated with its movement.



Implementation, Transition and MAAS Operational Risks
 The operation and opening of the Design Plus Museum represents a significant organisational
change for MAAS.

5.4.3 Risk Monitoring During Project Implementation
Due to the high risk profile, high value and the interdependencies that exist between activities in the MAAS
Project, the Project has a number of 'High' risks post mitigation which will require continued monitoring.
The Project will be subject to a rigorous and continuing risk management process to ensure that material risks
are identified and managed effectively throughout its execution. The risk assessment has, and will be an
ongoing process in consultation with the MAAS, CIPMO, the Department of Planning and Environment, NSW
Treasury, Department of Premier and Cabinet and Infrastructure NSW. Further consultation with other
government agencies will be undertaken during the Implementation Phase of the Project.
Project Level Reporting
The Ultimo Presence Governance will be convened to guide and monitor the Ultimo Presence Project.
Johnstaff I The Ultimo Presence Project Ultimo Investment Case

Page 75

SENSITIVE CABINET

Risks will be managed within the proposed governance structure for the Project, and the requirements for risk
reporting are detailed within the Terms of Reference for each group as detailed in the Ultimo Presence
Governance Arrangements. Within this structure, the PSC will be responsible for endorsing treatments for
strategic risks and project risks with high consequence and/or likelihood ratings. The Project Director will be
responsible for monitoring and re-assessing risks and risk ratings, maintaining and updating the risk register,
identifying potential treatments for risks and escalating risk management to the PSC as appropriate. Critical
risks and the proposed treatment will be reported to key Stakeholders as required.
Risk will be managed and categorised as either strategic or project-level risks. Strategic risks will be those
expected to have broader impacts beyond the Project, for example, inter-agency risks and state-wide risks.
These may have state or region wide significance and require high levels of management and coordination.
Project-level risks will be those with specific impact on the Project's ability to meet its objectives or operate
within the specified constraints.
INSW Infrastructure Investor Assurance Framework Reporting
The Ultimo Presence Project has not yet been independently categorised into a tier for the purposes of
reporting into the INSW Infrastructure Investor Assurance Framework (IIAF). The IIAF provides an
independent risk assurance process, and triggers the specific risk reporting requirements to differing
levels of rigour dependent upon the relative risk of the Project. The Project will be subject to the INSW
Gateway review process and mandatory INSW project reporting requirements.
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6.

Business Case Development Plan

Following the endorsement of the Proposed Option by Government, the analysis within this UIC will be extended
and refined to support the development of a Final Business Case for the Proposed Option. The planning and
design analysis work for this UIC is preliminary only and has been developed to inform decision making
regarding the capital and ongoing recurrent expenditure commitment required by Government.
CIPMO and DPE will remain the responsible agency for the development of the Final Business Case, design
development and the implementation of the statutory planning strategy.
6.1

Project Implementation Activities

The implementation of the Ultimo Presence Project will need to be supported by a set of core work packages,
which will enable a more detailed and comprehensive assessment of the opportunities associated with the
proposed Project and Development Options. The successful development of the Ultimo Presence Project will
also be dependent on a number of key project enablers that will need to commence prior to, and concurrently
with the Final Business Case. These enablers will be critical to ensuring the development of the Project is in
accordance with the timelines set out in the Preliminary Master Programme, and will help to underpin the
achievement of the broader Project Objectives.
The following scopes of work will be required to commence as soon as a commitment is made to proceed
with the Proposed Option:
6.1.1

Statutory Planning (Q1 2018)

Planning Controls Amendment Strategy and Submissions— A suitably qualified Urban Planning
consultant shall be procured to develop a Planning Controls Amendment Strategy and submissions to DPE to
enable implementation of the proposed town planning strategy described within the UIC. The scope of works
shall include the development of revised planning controls for the entire Ultimo site, including the Development
Options, development of a detailed Planning Controls Amendment Strategy Implementation Plan, and
preparation of all necessary documentation and submissions to Government.
6.1.2 Industry Engagement — Lyric Theatre (Q1 2018)
Theatre Demand Analysis and Industry Engagement (QI 2018)— Market need, and demand assessment
for a Lyric Theatre within the UIC has been based upon preliminary analysis from recommenda tions made
within a report commissioned by Government, Planning Sydney's Cultural Facilities Review, prepared by
Sweet Reason in 2011, and preliminary consultation between CIPMO and theatre operators. Whilst initial
analysis shows demand for the facility, it is recommended that a further Demand Analysis is undertaken to
validate the expected utilisation of the theatre, and validate the assumptions made in the UIC Economic
Appraisal. It is also proposed that a formal industry engagement process is undertaken with private sector
theatre operators to confirm willingness to participate in and the merit of the proposal, and to consult upon
proposed lease and contractual arrangements that would support the operation of the facility. Consultation
will also determine the minimum scale and facilities offered within the offering, to ensure commercial viability
and attractiveness to operators.
6.1.3 Design Development (Q2 2018)
Concept Development— Liaison with the Office of the Government Architect has confirmed that the design
development for the Proposed Option will be undertaken via a select tender process, utilising suitably
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qualified architects with experience in theatre and museum design. Design activities will include a
master planning activity to determine the design of the Development Options in a precinct masterplan.
The development of the concept design for the proposed option will include the following activities:
Heritage Building Spatial Strategy— The Project Options within the UIC have modelled the
inclusion of mezzanine floor plates and a division of space between the Lyric Theatre, a MAAS
Museum and Flexible Commercial space. The first deliverable of the design team, post appointment,
will be to establish an overarching Heritage Building Spatial Strategy for the different areas,
determined by the spatial requirements required for the theatre (as determined through industry
consultation), and consultation with MAAS for the museum.
Theatre Design Development — Assessment of the suitability of the Turbine Hall for the location of
the Lyric Theatre within the UIC has been undertaken to a preliminary level only. Further validation
is required to ensure that optimum planning within the heritage buildings and to confirm the
suitability of its future use for a lyric theatre that is of world-class standard. This should also be
supported by acoustic engineering, heritage structural engineering, and services engineering input.
MAAS Museum Design Development— Following endorsement of the Heritage Building Spatial
Strategy by Project Governance, detailed design activities with respect to the Museum portion of the
facility shall be undertaken. This will include significant consultation and project user group input
from MAAS, and consultation with other Sydney Cultural Institutions with respect to use of a shared
touring hall or other shared exhibition spaces (see market sounding activities below).
Commercial Flexible Space Design Development - Following endorsement of the Heritage Building
Spatial Strategy by Project Governance, detailed design activities with respect to the commercial
portion of the facility shall be undertaken. Scope definition of this space has been limited during the
development of the UIC. Outcomes of consultation with Government, the education sector and
creative industries (described below) will be used to inform the design strategy for this space.
Heritage Consultant Input — A suitably qualified and experienced heritage consultant shall be
appointed to provide independent advice to the design team regarding the impact of the Project and
Development Options. The Heritage consultant shall provide reports and be responsible for liaison
with Statutory and heritage bodies regarding the impact of the Project Option on the heritage
Building, the demolition of the Wran and Harwood Buildings, and any associated heritage
obligations required as a result of heritage considerations regarding those buildings.
State Significant Development Application — Ongoing consultation between the appointed design
consultant and the Urban Planning consultant will be required during the development of the
proposed planning control amendments. Following approval of the amendments, the design team will
be required to prepare an SSD Application that encompasses the Project and Development Options
in accordance with the new controls.
6.1.4 Market Sounding (Q3 2018)
Market Sounding for Development Options— the DOA provided at Attachment E has quantified the
potential development yields and value that could be returned to Government from divestment of portions of
the site. This analysis has been based upon assumptions made with respect to private sector appetite for the
proposed structure of the transaction and demand within the residential development market. It is
recommended that a formal market sounding process is undertaken to consult with the private sector
regarding the Development Options, including the proposed transactional structure, design requirements for
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a state significant development and development timeframes, to confirm appetite for the development
and increase confidence in the estimated divestment values.
Market Consultation with Users and Partners — Based upon the spatial allocation determined by the
Heritage Building Spatial Strategy consultation, a formal consultation process shall be undertaken with UTS,
education partners, and creative industries participants etc. to determine the optimum use of the commercial
flexible space. This will inform the planning of the space, and also the operational model associated. The UIC
Economic Appraisal has assumed that this area will achieve market commercial lease revenue. The
economic modelling will need to be updated to reflect the operating strategy that is developed which would
be varied dependent upon use, and this could vary from long term leases to education partners, start-up or
innovation hubs that require sponsorship, or short term lease arrangements.
Engagement with NSW Cultural Institutions — In addition to the extensive user consultation that will be
undertaken with MAAS during the design development of the Museum component, consultation shall be
undertaken with other Sydney Cultural Institutions to determine appetite, and the proposed model, for
shared utilisation of the touring hall/temporary exhibition space.
6.2

Final Business Case Development Plan

The development of a Final Business Case, will enable a more detailed and comprehensive assessment of
the opportunities associated with the Proposed Option. A Business Case Development Plan (BCDP) for the
Final Business Case in line with NSW Treasury Guidelines for Capital Business Cases has been developed
and is summarised overleaf. The BCDP identifies the works that have been undertaken for the UCI and the
extended works required as part of the Final Business Case. The outcomes of the Project Implementation
Activities are intended to inform the outcomes of the Final Business Case for the Proposed Option that will
be completed at the end of 2018. Specifically the activities will inform the analysis within the Final Business
Case in the following respects:
 The Design Development activities will inform the updated capital cost model;
 Outcomes of the industry consultation, and proposed utilisation model for each the Museum, Theatre
and Commercial Flexible space components will inform the revised operational model and Financial
Appraisal;
 The outcomes of the industry consultation across all sectors, Lyric Theatre Demand Analysis, and
the updated capital costs and operational model will inform a revised Economic Appraisal.
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Table 32 -The Ultimo Presence Proposed Project Option Business Case Development Plan
Requirement

j Scope

Introduction
This section will outline the scope, purpose and format of the Final Business Case, and provide the background to the Ultimo
Presence Project.
The Introduction for the Ultimo Presence Project outlines the political background to the broader MAAS Project and the rationale for the
development and format of the UIC.
Case for Change
Service need

This section will provide the rationale for government investment in the development of the Ultimo Presence Project, as well as the
demographic, social, economic drivers of service need. The strategic alignment of the development Ultimo Presence to Federal, State and
Local Government policy and plans will also be further assessed, together with the proposed benefits of the development on key
stakeholders.
Within the UIC, the service need has been described as the Opportunity in Section 02. It is described as such for both for the significant
urban revitalisation opportunity that the Project presents and the significant contribution that can be made to Sydney's cultural
infrastructure. These opportunities shall be further discussed and expanded upon in the Final Business Case.

Priority of the service need This section will state the priority of the proposal to develop the Pr oposed Option brought forward from the UIC.
Within the UIC, the priority of the service need has been discussed in Section 2 and identifies the potential for increased L yric
Theatre infrastructure to enable Sydney to be competitive in attracting performing and long run musicals. It also provides
preliminary analysis of the demand for infrastructure that supports creative industries. Further investigation into the demand f or
partnerships between the education sector, MAAS and industry shall be undertaken in the Final Business Case.
Benefits of the service
need

This section will outline the expected social, economic and environmental benefits of the Proposed Option, and identify the k ey
beneficiaries and the type and timing of the expected benefits.
Within the UIC, the benefits of the service need have been analysed in Section 2, and in an independent report by SGS Economics and
Planning, Economic and Social Benefits of Cultural Options at the Ultimo Powerhouse Site. The benefits outlined will be further expanded
and refined in accordance with the insights developed through greater stakeholder and industry engagement in the 1 preparation of the
Final Business Case.
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Requirement
Stakeholder engagement

Scope
This section will identify the major stakeholders and their relationship with the development of the Propose Option, and include
potential risks and issues that may arise over the course of the Project, including appropriate risk mitigation strategies. It will also
include a summary of the stakeholder consultations undertaken, and the outcomes of each.
Significant planning for stakeholder engagement has been undertaken for the MAAS Project, and a detailed strategy developed as part of
the UIC development. However, other than initial community forums, limited public consultation relating to the broader Project were
undertaken in the preparation of the UIC due to clear instructions being provided by Government. Active consultation will commence
following the announcement of a preferred option for the Project.

Analysis of the Proposal
Objectives

This section will outline the objectives of the development of the Proposed Option that will guide its continued development and
implementation.
Within the UIC, the objectives for the development of the Ultimo Presence Project are contained within section 04. These obje ctives
relate to the objectives for the broader Project Options, the development of a Lyric Theatre and the requirement to explore
Development Options on the site. These form the core objectives of the broader Project, but may be subject to further refinem ent to
guide the development of the Proposed Option.

Options

This section will identify a range of realistic alternative service delivery options against the base case option of no new Presence in
Ultimo.
Within the UIC, the options for the development of Project Options and Development Options are described in Section 04. It is
intended that the Proposed Project Option only is further refined and developed for the Final Business Case.

Costs and benefits

I This section will identify and provide economic and financial analysis of the key costs and benefits of the options, Key risks and
' limitations of the costs and benefit analysis will also be outlined, together with the level of certainty for the cost estimates. The costs
and benefits shall be supported by:
 A detailed Willingness-to-Pay study will refine the visitation and consumer surplus estimates for the Proposed Option against the
underlying drivers of participation and demand, consumer preferences, and willingness-to-pay within the market. The WTP will assist in
the final determination of the attributes on offer within the Cultural Hub.
 Economic Appraisal for the Project, shall be undertaken in accordance with NSW Treasury's Government Guide to Cost-Benefit
Analysis (NSW Treasury, TPP 17-03, 2017) and the Supplementary notes on Issues for the Economic Appraisal of Proposed
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Requirement

Scope
Investments in Cultural venues. This will incorporate the outcomes of the WTP survey and the outcomes of the revised demand
analysis, visitation, capital costs and operating model developed through the Project Implementation Activities.
 Financial Appraisal which will incorporate the revised operational model for all components of the option, developed through
consultation and planning described in the Project Implementation Activities.
Within the UIC the Economic Appraisal was undertaken based upon preliminary information with respect to demand and visitation,
this requires further interrogation in the Final Business Case. The Operational Model which informed the Financial Appraisal was
also developed based on a high level assumptions as to the operations of all aspects of the Proposed Option (Lyric Theatre,
Museum and Commercial Flexible Space), based upon existing MAAS financial data and information provided by CIPMO. Greater
understanding of the discrete operations of these will enable the development of a more detailed and accurate operating model.
The Capital Cost planning within the Investment Case was based upon preliminary concept drawings developed for the Project Options.
The capital cost estimated will be refined during the development of the Design Development activities, and will be based upon more
detailed architectural and engineering specifications developed through that process.

Sustainability

Technical standards and
legislative requirements

This section will identify key environmental, economic or social constraints or opp ortunities associated with the Proposed Option
Within the Preliminary Business Case, considerations regarding sustainability in the UIC are high level, and will require further
development through architectural and services engineering initiatives to be explored during the Design Development.
This section will identify critical technical standards and legislative requirements and policies relevant to the development of the
Proposed Option.
A significant identification of relevant technical standards and legislation that applies to the Project Options was undertaken for the UIC.
This work shall be further developed and analysed to further understand the impact of requirements on the Project.

Implementation of the
proposal
Project planning

This section will outline the plan for the implementation of the Proposed Option including key milestones, interdependencies with
overarching MAAS Project and delivery dates.
Within the UIC a Preliminary Master Programme was developed that captures the key activities and durations for the task required to
implement the Project. A Master MAAS Project Schedule has also been developed that captures the high level interdependencies
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Requirement

Scope
between the New Museum in Western Sydney, the delivery of a new storage facility at the MDC, Collection Logistics Activities, and the
Development Options works over the Wran and Harwood sites.

Governance arrangements This section will describe the governance arrangements for the planning, procurement and implementation of the proposal, and the
resourcing requirements.
Significant consideration has been given to Governance Arrangements within the UIC due to the necessary interdependencies with the
New Museum in Western Sydney Project. The Final Business Case shall expand on this work.
Procurement strategy

This section will describe the procurement objectives, and the key considerations associated with procurement including value for
money from different choices, the method of procurement, key risks, and the management process.
A Procurement Options Assessment (POA) was undertaken for the UIC, which explored the potential procurement options for the
Proposed option only (focussed on the Lyric Theatre component). This analysis evaluated traditional and non-traditional
procurement types, including significant private sector involvement.

Change management
strategy

This section will provide a comprehensive change management strategy to be implemented over the course of the Project. This will
include the identification of relevant stakeholders and change management roles and responsibilities for each, as well as the
appropriate mechanisms to monitor the effectiveness of the change management process.
This strategy will link with the New Museum in Western Sydney Strategy for the Museum component of the Project.
-----------Risk management strategy This section will document the risk analysis by assessing the risks identified, the likelihood of occurrence and consequences on the broader
Project objectives. It will also document the risk management approach and the appropriate mitigation strategies to minimise the impact of
potential risks.
The preparation of the Final Business Case will build upon the preliminary risk assessment developed for the MAAS Project. This will
however need to be refined and expanded to capture all elements and operations of all offerings within the Proposed Option.

Benefits realisation
strategy
Stakeholder consultation
strategy

This section will document the benefits realisation strategy, including the beneficiaries of the intended benefits, as well as a method
through which benefits will be achieved and how the performance will be monitored and assessed over time.
This section will identify relevant stakeholders associated with the development of the Proposed Option, and provide a tailored
communication and consultation strategy for each stakeholder group to ensure potential issues and opportunities are well managed and
understood.
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Significant planning for stakeholder engagement has been undertaken for the MAAS Project, and a detailed strategy developed as
part of the UIC development. However, other than initial community forums, limited public consultation relating to the broader
Project were undertaken in the preparation of the UIC due to clear instructions being provided by Government. Active consultation
will commence following the announcement of a preferred option for the Project.

Resourcing

This section will state the resources and investment needed to deliver the Proposed Option. This may include both Government and
private sector participants.
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