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Limitations of this Report 
 

This document has been prepared for use by the Client in accordance with the agreement between 
the Client and NS Projects Pty Ltd. This agreement includes constraints on the scope, budget and time 

available for the services. The consulting services and this document have been completed with the 
degree of skill, care and diligence normally exercised by members of the project management 

profession performing services of a similar nature. 

 
NS Projects prepared this report primarily from information available to NS Projects. The passage of 

time or impacts of future events may require further analysis, and re-evaluation of the findings, 
observations and conclusions expressed in this report. 

 

No other warranty, expressed or implied, is made as to the accuracy of the data and professional 
advice included. This document has not been prepared for use by parties other than the Client and its 

consulting advisers. It may not contain sufficient information for the purposes of other parties or for 
other uses. 

 
NS Projects takes no responsibility for the completeness or form of any subsequent copies of this 
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EXECUTIVE SUMMARY 

The Shire of Roebourne (the Shire) engaged NS Projects Pty Ltd to prepare a business case to inform 

the extent of the Karratha Airport Terminal Upgrade works and further inform the Master Plan 
currently being developed by REHBEIN Airport Consulting (REHBEIN), assisting the Shire plan for 

future aviation and non-aviation activity at Karratha Airport. 
 

A statement of need has been developed in conjunction with the Shire reviewing the strategic issues 

and constraints; proposed solution and planning objectives; existing facilities and land use and 
historical and forecast aviation activity, leading to the identification of the key business case triggers 

and objectives. 

Business Case Triggers & Objectives 

The key drivers or triggers which form the primary objectives of this business case are identified as 

follows: 
 

• Forecast passenger growth indicates a growth rate of 5.5% p.a. over the 20 year period to 
2032, being the ‘High Growth’ scenario modelled by REHBEIN through the preparation of the 

Master Plan. 
• Up to 2032, the local economy is still expected to be dominated by resource mining and 

construction which is the main driver of all local industry sectors, both directly and indirectly. 

• The existing Terminal is showing signs of stress in several operational and functional areas 
under the current capacity. 

• There has been substantial capital investment in the Airport over the past 5 years ($50 million) 
with further upgrades to infrastructure planned. 

• The previous Master Plan (2009 to 2028) did not anticipate the unprecedented growth created 

by the resources industry and the extent of fly in-fly out airport operations. 
 

Based on the above triggers, the following objectives were established: 
 

• Confirm any impacts or requirements through the Local Government Act and Regulations. 
• Clarify the cost benefits of acquisition of the airport land over retaining the existing Reserve 

status. 

• Establish the most viable capital investment program for the Shire based on the identified 
needs of the airport and locality. 

• Identify any surplus land to the projected aviation requirements for open market 
opportunities. 

• To identify the future potential of the airport as an economic generator for Karratha and the 

Shire. 
• Maintain existing Shire rate of return (9.5% of 80% the Infrastructure Value) from the Airport 

Operational Surplus as a base position, including confirming the appropriateness of the 
delivery of the Terminal Upgrade Project at this time. 

• Maintain positive Aerodrome Reserve Balance 

 
The business case aims to show how development and delivery of a well-structured Master Plan, 

together with informing the extent of the Karratha Airport Terminal Upgrade works both perform, in 
line with forecast growth and market demand to provide a sustainable or best case, operating model 

for the Shire. 

Land Tenure Options 

The business case investigates the impacts and requirements associated with the following land 

tenure models: 
 

• “As is” – the site is currently held by the State of Western Australia with a vesting order to the 
Shire for aviation related uses only; 

• Amendment to the existing vesting order;  
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• Acquisition of the site, either in its entirety or only a portion. 

Delivery Options Analysis 

After investigation into the delivery options available to the Shire, the following long list of options has 

been evaluated: 

 
Option 1:  Base Case – “As is” maintaining the existing annual return to the Shire of 9.5% of 

80% the Infrastructure Value 
 

Option 2:  Annual return to Shire calculated from the escalation of year 1 return at 3% (ie 

removal of 9.5% of 80% the Infrastructure Value calculation 
 

Option 3:  Aviation Infrastructure program based on Master Plan ‘Mid Growth’ scenario (ie 
instead of ‘High Growth’ as base) 

 
Option 4:  Hybrid of Option 2 and 3 

 

Option 5: Base Case – “As is” maintaining the existing annual return to the Shire of 9.5% of 
80% the Infrastructure Value plus ground rental of Northern Precincts 

 
Based on these options it was determined that only Option 5 met all the Business Case objectives, 

and as such only this option was shortlisted for detailed evaluation.  

Implementation Plan 

The implementation plan has been developed in consultation with REHBEIN and has been separated 

into the core aviation development and the accompanying commercial land development, with both 
development packages then divided into northern and southern portions. The southern portion of 

aviation work meets the long term infrastructure requirements, and is only needed post the 10 year 
period evaluated in the business case and as such has not been incorporated in the financials.  

Capital Costs and Revenue Projections 

Capital costs incorporated have been based on those developed by REHBEIN in the Karratha Airport 
Master Plan & Land Use Plan: Stage 5 - Implementation Plan. Aviation operational expenditure and 

income have been developed based on the values provided by the Shire. The revenue projections for 
the various commercial development options have been estimated based advice from LandCorp on 

values currently being achieved at Gap Ridge Industrial Estate.  

Financial Performance 

The financial performance of the shortlisted delivery option detailed above has been developed over 

the 10 year period to 2022/23 and has been assessed based on the loans required to retain a positive 
Aerodrome Reserve Balance while delivering the required infrastructure and maintaining the return to 

Shire. The financial performance over the 10 years is detailed in the table below. 

 

 $ 

Operational Income 316,390,000 

Operational Expenditure 156,050,000 

Capital Expenditure 95,510,000 

Return to Shire 81,030,000 

Loans Required 24,000,000 

Residual Loans 7,310,000 
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1 INTRODUCTION 

The Karratha Airport is owned and operated by the Shire of Roebourne and is considered a significant 

Shire asset. The airport services the towns within the Shire as well as surrounding areas.  
 

Karratha Airport has had substantial capital investment over the past 5 years. The Airport has had 
over $50 million invested in parking, terminal, runway and infrastructure upgrades, including the 

provision of new power, water and waste water systems which are due for completion this year.  

 
In addition to these recent upgrades, the Airport is also about to commence a Terminal Upgrade 

program to address current signs of stress and operational issues of the building and provide a new 
look and feel to the Terminal. The Karratha Airport Terminal Upgrade Project is currently at Concept 

Plan development, with concepts developed based on identified existing functionality and operational 

issues.  An estimated construction cost of $28 million has been applied to the project. 
 

The Shire wishes to be in a position to manage and develop its airport infrastructure in a manner that 
is commensurate with the expected growth of aviation activities over the next 20 years and have 

commissioned REHBEIN Airport Consulting to prepare a Master Plan and Land Use Strategy for 
Karratha Airport. The Master Plan is being developed in stages as follows, with Stages 1 through 5 

having been completed to date: 

 
 Stage 1 – Project Inception 

 Stage 2 – Site Selection 

 Stage 3 – Background Review 

 Stage 4 – Detailed Master Plan and Land Use Plan 

 Stage 5 – Implementation Plan 

 Stage 6 – Final Master Plan 

 

The Shire has engaged NS Projects to prepare a Business Case that will accompany the Master Plan 
progression and inform the Shire on the extent of capital investment, investment planning and priority 

of upgrades required at Karratha Airport. Whilst the Airport Master Plan and Land use Plan is being 

developed over a 20 year period, it is recognised that the master plan will need to be reviewed every 
5 years. Based on uncertainty in forecast demand, timing is less certain beyond the first 5 – 10 years. 

Development North of the runway is most certain in the short term (5 – 10 years), therefore is the 
level of development considered within this Business Case. 

 
The Business Case outlines the requirements to provide a sustainable or best case operating model for 

the Karratha Airport taking into account all land opportunities. 

 
The business case has been developed in close consultation with the Master Plan team, REHBEIN 

Airport Consulting, to maintain alignment of the implementation strategy where appropriate. 
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2 STATEMENT OF NEED 

The aim of the business case is to inform the extent of the Karratha Airport Terminal Upgrade works 

and further inform the Master Plan development. Through implementation of these initiatives the 
Shire can identify and plan for future aviation and non-aviation activity to support the locality. The 

following summarises the key statement of need for the Airport and business case. 

Strategic Issues & Constraints 

The key issues and constraints with the existing Karratha Airport are primarily associated with the 

functional and operational issues of the Terminal. These include: 
 

 General congestion at peak times particularly at security (passenger) screening, departures 

lounge, and toilets; 
 Lack of airline capacity to support projected growth and potential international flights; 

 Underutilised space in arrivals area; 

 Undersized airline (Qantas) club lounge; 

 Lack of concessions; 

 General aesthetics ‘tiredness’ internally; and 

 Bottleneck issues between check-in counters and the landside entry airlock. 

 

The Airport Masterplan and Terminal Upgrade are both at concept stage and have been developed 
based on the identified issues above, plus the provision for all long term uses (aviation and non-

aviation related).  

Proposed Solution & Planning Objectives 

To achieve an airport and supporting land use precinct that enables best management practices and 

sound land development, the Shire of Roebourne is developing a Master Plan and associated Terminal 
design which will address the aspirations of the locality growth expectations and be a key component 

to deliver the Pilbara Cities of the North initiative. 

 
The proposed solution is supported by several key planning objectives identified by the Shire of 

Roebourne, including: 
 

 Understand the future capacity requirements of the airport;  

 Ensure the airport can meet the forecast air traffic demand over the next 10 years, whilst 

observing the required regulatory and policy settings for the airport;  
 Develop financially viable infrastructure proposals that will satisfy the air transport needs of all 

sectors of the local economy, including delivery of the current estimated $28 million Terminal 

Upgrade Project as a key capacity builder; 

 Incorporate Shire’s aspirations for Karratha Airport to have international status;  

 Develop a staged implementation plan for airport infrastructure and commercial development;  

 Allocate and assign land based on highest and best use principles, in keeping with the Shire’s 

overall business objectives;  
 Maintain the airport as a major contributor to the regional economy and assist in the generation 

of regional economic growth;   

 Balance economic benefit, social and environmental impact;   

 Ensure legislative requirements are considered and adhered to;  

 Implement and maintain appropriate risk management processes; 

 Seek key stakeholder support including the airlines;  

 Demonstrate that the airport can be self-funded through business operations. 

Existing Facilities and Land Use 

Karratha Airport is owned and operated by the Shire. The land on which the airport site is located 

totals 722 hectares and is a Reserve leased from the State of WA with management vested in the 

Shire for use as an airport. Land development is restricted under the management vesting to airport 
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only use. The airport reserve is unencumbered by native title. The primary function of the airport is to 

provide RPT and charter services to Perth and other major capital cities largely for the workforces 
employed in the resource industry in the area on a FIFO basis but also for residents, visitors, tourists 

and contractors. The airport is also the base for a number of helicopter operators that support 

offshore resource industry activities. 
 

The existing airport comprises of the following: 
 

 Runway 08/26 - 2,280 metres long and 45 metres wide with 7.5 metres wide shoulders. It has 

an asphalt surface which is grooved. In March 2009, the runway was extended and upgraded. 

As a result the surface condition is reported to be very good. The runway has a pavement 
classification number (PCN) of 53/F/B/1500/T, which is suitable for aircraft similar to the Boeing 

737-800 and Airbus A320 plus the Boeing 767-300 but not the A330-300. 90 metre by 90 metre 
runway end safety areas are located at each end of the runway.   

 Taxiways. 

 RPT, General Aviation and Helicopter Aprons.  

 Air Traffic Management - the existing control tower is operated by Airservices Australia and is 

located to the east of the passenger terminal building. The Karratha tower provides air traffic 
services within Class D and E airspace below 5,500 feet Above Mean Seal Level (AMSL) during 

tower hours. The tower’s operational hours (utc) are Monday to Friday 0645 to 1925; Saturday 

0800 to 1735; Sunday 0800 to 1925. Outside of tower hours, Karratha Class D and E airspace 
becomes Class G.  

 Fuelling Facilities - both Shell and Air BP provide fuel facilities at the airport. They each have 

separate fuel facilities, both are located to the north of the car parking, on the northern 
boundary of the airport site.  Air BP provides hydrant fuelling to the RPT apron (4 locations). 

 Passenger Terminal - Karratha Airport’s passenger terminal is located on the northern side of 

the runway adjacent to the RPT apron. The building has a floor area of approximately 4,700m2 

and comprises of a separate arrivals and departures area, check-in hall and baggage reclaim 
area. The check-in hall is equipped with common user check in desks. A small Qantas lounge is 

located behind the check-in area.  

 General Aviation Facilities – Helicopter Operators. 

 Karratha Flying Services are a based charter operator at the airport and are located on Lots 7 

and 8 to the east of the main passenger terminal building. They have a total of 8 aircraft 

holding up to 17 passengers. They operate charter services largely in support of the resource 
activities in the area.  

 WA Police Air Wing – they have a base at the airport located on a lot to the east of the 

passenger terminal building. The Police Air Wing supports frontline police through deployment 

of police personnel, crime detection and prevention, search & rescue and medical transfers. The 
Air Wing has a Pilatus PC12 aircraft based at the airport.   

 Others - there are a number of other lease areas on the airport with airside access. These are 

used for a number of purposes including private aircraft storage and freight handling.    

 Ground Access - outside of the passenger terminal there is a passenger set-down and pick-up 

area and approximately 1,000 paid car parking spaces included with short and long-stay, rental, 

bus and staff parking areas.   

Four car rental companies also have bases on the airport site against the northern boundary of 
the site. These include office space, car preparation and storage area. An area of land to the 

east of the fuel farms is used for rental vehicle overflow parking.  

Access to the airport is from the Dampier Highway which connects Dampier with Karratha. 

Bayley Avenue provides access from Dampier Highway to the passenger terminal, car parks and 
other airport facilities.   
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Historical and Forecast Aviation Activity 

REHBEIN Airport Consulting who is currently consulting on the Master Plan development has 
completed a background review for the Shire which includes a historical review and forecast of 

aviation activity at the Karratha Airport. A summary of their review is provided below. 

Historical 
Passenger Traffic - RPT and Charter  

Passenger numbers at Karratha Airport have increased from 207,458 in 1985-86 to 780,672 in 2011-
12 including both RPT and charter passengers (but excluding rotary Pax). This is shown in Figure 1. 

Over the entire period this is equivalent to a compound annual growth rate of 5.3%.  
 

Figure 1: Historical RPT & Charter Passenger Traffic 1985-86 to 2011-12 

 
Source: Shire of Roebourne, BITRE    

 
However, it is clear from Figure 1 that considerable growth has occurred in the last 10 years, with 

passenger growth at Karratha Airport increasing from 144,885 passengers in 2001 to 780,672 
passengers in 2011-12. This is equivalent to a compound annual growth of 18.3% over the decade. 

This growth can largely be attributed to the boom in the resource industry in the Pilbara region and 

the proliferation of the use of a fly-in, fly-out (FIFO) workforce for projects in the area. It is estimated 
that approximately 75% of all passenger traffic at Karratha Airport is directly related to resource 

activities in the area including FIFO workers, and contractors.   
 

The Shire maintains their own register of passengers using Karratha Airport. This register differs from 
the official figures (Department of Infrastructure and Transport) in that the Shire numbers include all 

reported passenger numbers (RPT, Charter and Rotary).   

Aircraft Movements 

Based on aircraft movement data for Karratha Airport, there were 29,842 aircraft movements in 2011-

12. Figure 2 shows that aircraft movements grew approximately 6.5% between 2009-10 and 2010-11 
while returning to approximately the same level as 2009-10 in 2011-12. Qantas changed a number of 

the aircraft used to service Karratha from Boeing 717 to Boeing 737-800 in 2011-12 which may have 

had an impact on aircraft movements. There were also changes in aircraft movement recording 
methodology when the ATC tower opened, particularly in relation to night-time helicopter operations 

that may no longer be captured within the data.   
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The following chart summarises the annual passenger growth forecasts from 2011-12 to 2031-32 for 

Karratha Airport. 
 

Figure 4: Forecast Passenger Traffic 2011-12 to 2031-32 

 

Business Case Triggers & Objectives 

In summary, the key drivers or triggers which form the primary objectives of this business case are 
identified below: 

Drivers 

 Forecast passenger growth indicates a growth rate of 5.5% p.a. over the 20 year period to 

2032, being the ‘High Growth scenario modelled by REHBEIN through the preparation of the 

Master Plan. 

 Up to 2032, the local economy is still expected to be dominated by resource mining and 

construction which is the main driver of all local industry sectors, both directly and indirectly. 
 The existing Terminal is showing signs of stress in several operational and functional areas 

under the current capacity. 

 There has been substantial capital investment in the Airport over the past 5 years ($50 million) 

with further upgrades to infrastructure planned. 
 The previous Master Plan (2009 to 2028) did not anticipate the unprecedented growth created 

by the resources industry and the extent of fly in-fly out airport operations. 

Objectives 

 Confirm any impacts or requirements through the Local Government Act and Regulations. 

 Clarify the cost benefits of acquisition of the airport land over retaining the existing Reserve 

status. 

 Establish the most viable capital investment program for the Shire based on the identified 

needs of the airport and locality. 

 Identify any surplus land to the projected aviation requirements for open market 

opportunities. 
 To identify the future potential of the airport as an economic generator for Karratha and the 

Shire. 

 Maintain existing Shire rate of return (9.5% of 80% the Infrastructure Value) from the Airport 

Operational Surplus as a base position, including confirming the appropriateness of the 
delivery of the Terminal Upgrade Project at this time. 

 Maintain positive Aerodrome Reserve balance.  
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The business case aims to show how development and delivery of a well-structured Master Plan, 

together with informing the extent of the Karratha Airport Terminal Upgrade works both work, in line 
with forecast growth and market demand to provide a sustainable or best case, operating model for 

the Shire.  



                                   

Shire of Roebourne  
Karratha Airport Business Case   

 
 

 

 
12-102/FR April 2013 Page 14 of 52 

3 PROJECT METHODOLOGY 

In order to successfully deliver the Karratha Airport development it is important to have a clear and 

well-structured methodology. NS Projects has been engaged to progress the project through the 
development of a Business Case. The following summarises the key tasks completed: 

 
 Consultation with the Shire of Roebourne; 

 Preparation and endorsement of Statement of Need; 

 Review and input into the Airport Implementation Plan prepared by Rehbein Airport 

Consulting; 

 Inspection of the existing airport facilities; 

 Development of procurement and delivery options; 

 Assessment of product demand and pricing within Karratha; 

 Identification and development of project staging options; 

 Development of a long term Governance Structure; and 

 Preparation of a supporting Financial Plan. 

 

As part of our process we have undertaken a review of a large quantity of documentation provided by 
the Shire with the key documents influencing this Business Case as follows: 

 
 Karratha Airport Site Options Assessment, REHBEIN Airport Consulting (October 2012) 

 Karratha Airport Master Plan & Land Use Plan: Stage 3 - Background Review, REHBEIN Airport 

Consulting (December 2012) 

 Karratha Airport Master Plan & Land Use Plan: Stage 4 - Detailed Master Plan & Land Use 
Plan, REHBEIN Airport Consulting (January 2013) 

 Karratha Airport Master Plan & Land Use Plan: Stage 5 - Implementation Plan, REHBEIN 

Airport Consulting (February 2013) 

 Assessment Criteria 3.1

Through the progression of this Business Case, we have identified a number of development options 
which have been assessed based on the criteria detailed below. The criteria were prepared on the 

back of the Statement of Need and were workshopped with the Shire: 
 

 Financial: is the option financially viable given development costs and the required annual 

return to the Shire? 

 
 Build-ability: is the Shire capable of constructing the option given any site constraints such 

as flood levels, geotechnical conditions, etc.?  

 
 Market Demand: is there demand for the various components of the option? i.e. is there 

demand for industrial and commercial land in Karratha? Is there passenger growth 

necessitating additional aviation infrastructure? 
 

 Flexibility: does the option provide the Shire with flexibility in delivery timeframes and 

staging options? 
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4 CAPITAL COSTS AND REVENUE PROJECTIONS 

Through consultation with the Shire and REHBEIN, the capital costs and revenue projects have been 

modelled by NS Projects with the assumptions and findings detailed below.  

 Assumptions 4.1

Acquisition Cost 

The land acquisition cost has been calculated as per the Government Land Policy 4.1.5 detailed in 

Section 6.3 of this report and value of $41 per sqm as advised by Shire’s Executive Manager Financial 

Services in July 2012. With a total area of 722ha, it will cost the Shire $14,801,000 to acquire the 
entire site. Please note acquisition costs have been excluded from our cash flow summaries however 

discussion of potential opportunities associated with the acquisition are discussed in Section 12.1 of 
the Business Case. 

Capital / Development Costs  

The capital aviation infrastructure costs have been developed by REHBEIN. Base unit rates have been 
developed based on REHBEIN’s experience from the construction of similar projects at other regional 

airports around Australia. In some cases, unit rates provided in Rawlinsons Australian Construction 
Handbook 2012 have also been used as a reference for setting the base rates. 

 

A number of assumptions were made in order to produce the indicative capital costs, these are as 
follows: 

 
 Works required in relation to earthworks and pavements have been developed without the 

benefit of physical investigation of the existing ground conditions; 

 
 Bulk earthworks volumes have been estimated by establishing an approximate average depth 

of cut-to-fill across relevant areas for each element of works. Where obvious changes to 

existing ground levels are considered to be required, an estimate of average fill depths has 

been made by reference to the general level of existing ground contours and approximate 
estimates of finished surface levels. No modelling has been undertaken in the estimation of 

bulk earthworks volumes; 
 

 Pavement thicknesses have been estimated using the COMFAA 3.0 computer software 

program based on the most demanding aircraft type for which each infrastructure element is 

intended to handle. In cases where staged development of facilities is anticipated, it is 
assumed that pavements will be constructed initially to be strong enough to accommodate the 

ultimate aircraft types; 
 

 Allowances for stormwater drainage (open channels, culverts and piped drainage) have been 

made as a percentage of the estimated total cost of earthworks and pavements components 
for each infrastructure element. No specific design of stormwater drainage has been 

undertaken; 

 
 Allowances for airfield lighting works have been made as a percentage of the estimated total 

cost of the pavement component of each infrastructure element. No specific design of airfield 

lighting has been undertaken; 
 

 An allowance for Preliminaries has been made as a percentage of the total estimated cost of 

each infrastructure element; 

 
 An allowance of 15% for a combination of adjustments to the estimated quantities during 

detailed design development and construction contingency; 
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 Given the indicative nature of the costs estimates, the accuracy of the estimated costs for 

each infrastructure element is expected to be in the order of ±30%. Costs for pavement 

components are expected to be in the order of ±20% while those for earthworks are expected 
to be in the order of ±50%; 

 

 Costs for services (power, water, sewer and telecommunications) and road access to the sub-

divided sites have only been considered. No specific allowance has been made for earthworks 
within each development lot, Given the nature of the site, most lots are anticipated to be have 

natural grades appropriate to development; 

Operating and Maintenance  

The Karratha Airport operating and maintenance costs are based on the estimates provided by the 

Shire as part of its Long Term Financial Plan.  

Resourcing 

Karratha Airport resourcing personnel, income and assumptions are as advised by the Shire with 
allowance made for all positions specified in the governance structure illustrated in Section 13.2. 

Income levels have been escalated as per the escalation rates specified in the escalation table below. 

Consequential Operational Expenditure 

Consequential operational expenditure incurred from new infrastructure has been calculated at 7.5% 

of the value of the additional infrastructure at completion of the infrastructure project and is based on 
the percentage used by the Shire as part of its Long Term Financial Plan.  

Revenue Estimates 

The indicative revenue for the land development projects has been developed based on the sales 

rates currently being achieved at Gap Ridge as well as input from the Shire and LandCorp. Revenue 

rates used have been calculated based on an improved site at a sales rate of $250 and a capitalisation 
rate of 8% and is as follows:  

 
Ground Rental    $20/sqm  

Return to Shire 

The return to Shire has been calculated as 9.5% of 80% of the valuation rate of infrastructure p.a. 

The current value of existing infrastructure has been estimated at $75 million. The future values have 

been calculated using the existing valuation with the actual estimated capital improvement costs 
added to the value once the improvements are proposed to be completed.  

Escalation 

Escalation rates have been adopted on the following basis: 

 

 Years 1-5 Year 6+ 

Capital Expenditure 4.00% 3.00% 

Income 2.80% 2.80% 

Resourcing 6.80% 3.00% 

Maintenance 5.80% 3.00% 

Consultants 4.00% 3.00% 

Consequential OPEX 7.50% 3.00% 

Corporate Overheads 3.00% 3.00% 

 
Escalation rates have been adopted based on a uniform rate calculated from the Shire’s Long Term 

Financial Plan assumptions over the 20 year period ending 2030/31 provided by the Shire’s Executive 

Manager Financial Services. Escalation rates for year 6 onwards have been adopted based on 
consumer price index (CPI).  
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Depreciation 

Depreciation has been excluded as a direct cost in our financial modelling and has only been utilised 
in calculating the value of infrastructure for the return to council. Depreciation of the infrastructure 

has been calculated using a declining-balance method and based on a depreciation rate of 1.5% p.a. 

as per the assumptions in the Shire’s Long Term Financial Plan provided by the Shire’s Executive 
Manager Financial Services. It should be noted that this rate assumes an asset life which significantly 

exceeds the likely useful life of the asset.  

Finance Costs 

Financial costs have been calculated using a loan term of 10 years and an interest rate of 4.78% as 

per the Shires existing loan. Loan requirements have been calculated depending on the performance 
of each delivery options assessed and have been summarised in Section 9. 

Professional Fees 

Professional fees excluded from the aviation infrastructure costs have been estimated at 10% of the 

capital costs. 

 Capital Costs 4.2

Aviation Infrastructure 

Item Cost 

Workshop 1,000,000 

Terminal Upgrade Program 1a 28,000,000  

Infrastructure Upgrade (power, water, grey water) 1,039,000  

RPT Apron Upgrade for B767 1,700,000  

GA Apron Expansion 3,400,000  

Miscellaneous Works to Increase RPT Apron Capacity 2,200,000  

GA Apron Expansion Incl. Twy M 4,400,000  

Precinct C Apron 6,800,000  

Terminal Refresh Program 1b 8,000,000  

Rotary Precinct Apron 4,400,000  

Rotary Precinct Taxiways 2,400,000  

Precinct C Apron Development Incl. Twy N Connection to Twy F 13,600,000  

Total 76,939,000 

 

Notes: 

 All costs are expressed exclusive of GST. 

 All costs are expressed exclusive of escalation. 

 Costs associated with land acquisition, tenure conversion, environmental and other approvals, 

marketing and leasing have not been estimated and are excluded. 
 No allowance has been made for design and management costs. 
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Land Development Costs 

Precinct Cost 

Precinct B – General Aviation & Aviation Support (Rotary-Wing) 450,000 

Precinct I – Retail / Commercial 1,050,000  

Precinct C – General Aviation & Aviation Support (Fixed-Wing) 2,400,000  

Precinct D – Aviation Related Light Industrial 2,250,000  

Precinct E – Non-Aviation Light Industrial* Excluded 
TOTAL 6,150,000 

 

Notes: 
 All costs are expressed exclusive of GST. 

 All costs are expressed exclusive of escalation. 

 Precinct E has been excluded due to unknown flood impacts. 

 Revenue Projections 4.3

Aviation Operation 

 Cost p.a. 

Fees & Charges  

Landing Fees & Charges 10,845,400 

Passenger Fees & Charges 8,360,000 

Other Fees & Charges 488,000 

Fees & Charges Sub-total 19,693,400 

Terminal Leases   

Existing Leases (years 1 to 3) 237,000 

Terminal Upgrade 1a Leases (years 4 to 10) 427,500 

Terminal Leases Sub-total 664,500 

Grants and Contributions - 

Other Revenue  

External Leases 660,000 

Car Rental 2,275,537 

Parking and Ground Transport 720,000 

Advertising Contracts 25,000 

Other Revenue Sub-total 3,680,537 
  

TOTAL 24,038,437 

 

Notes: 
 All costs are expressed exclusive of escalation. 

Northern Precinct Commercial Ground Rental  

Precinct Cost p.a. 

Precinct B – General Aviation & Aviation Support (Rotary-Wing) 229,480 

Precinct I – Retail / Commercial 1,278,480 

Precinct C – General Aviation & Aviation Support (Fixed-Wing) 1,956,000 

Precinct D – Aviation Related Light Industrial 2,675,280 

Precinct E – Non-Aviation Light Industrial* Excluded 
TOTAL 6,139,240 

 

Notes: 
 All costs are expressed exclusive of escalation. 

 Precinct E has been excluded due to unknown flood impact. 
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5 DELIVERY OPTIONS ANALYSIS 

NS Projects has considered a number of delivery options that could potentially be implemented at the 

Karratha Airport site. The options have been considered in an effort to provide a sustainable model for 
the management and development of aviation infrastructure in line with forecast growth and market 

demand while maintaining the required return to Council of 9.5% of 80% of the value of 
infrastructure. 

 

Any options which propose divesting land to market is purely on a leasehold basis to ensure the Shire 
would maintain long term control. For the purposes of this section the following term is defined: 

 
Ground Rental – an annual rental payment is made by the Lessee for lease rights of the land 

component only. 

 Base Case – Airport Operations “As is” 5.1

This option proposes that the Karratha Airport commercial operations, i.e. airport operations that are 

supplementary to the core aviation activities remain unchanged. This option requires the existing 
income to cover all operational and capital upgrade costs with the injection of suitable loan funds 

where required. 

 Airport Operations “As is” – Reduced Return to Shire 5.2

A potential strategy for delivering the aviation infrastructure under the Airport Operations “As is” 

model is to reduce or remove the required return to Council in order to reduce the short fall in funding 
or loan requirements.  

 Delayed Aviation Program 5.3

The proposed aviation infrastructure program is based on a high growth scenario determined through 
the Airport Master plan. A more realistic model may be the medium growth scenario which would 

likely result in a delay in the demand for the additional aviation infrastructure. As such this option 
proposes the full proposed infrastructure delayed program where the proposed aviation infrastructure 

is delivered over a 25 year period rather than initial identified 20. This would essentially delay some of 
the infrastructure developments identified within the 10 year timeframe of this business case. 

 Northern Commercial Property Development 5.4

This option proposes that, additional to the base existing operations, the Shire lease out the land 
north of the runway, surrounding the existing airport terminal on a ground rental basis to market, to 

supplement the aviation operation (base case).  
 

In addition to options detailed in this section, options to undertake a Southern Commercial 

Development were also considered however they have been excluded as they are likely to compete 
with existing land development in the Shire and will not occur within the 10 year period assessed in 

this business case. 

 Long Listed Options 5.5

Based on delivery options detailed above we have identified a list of potential options to deliver the 

aviation operations: 
 

Option 1: Base Case – “As is” maintaining the existing annual return to the Shire of 9.5% of 
80% the Infrastructure Value. 

 

Option 2:  Annual return to Shire calculated from the escalation of year 1 return at 2.80% (ie 
removal of 9.5% of 80% the Infrastructure Value calculation. 
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Option 3:  Aviation Infrastructure program based on Master Plan ‘Mid Growth’ scenario (ie 

instead of ‘High Growth’ as base) 
 

Option 4:  Hybrid of Option 2 and 3. 

 
Option 5: Base Case – “As is” maintaining the existing annual return to the Shire of 9.5% of 

80% the Infrastructure Value plus ground rental of Northern Precincts. 

 Short Listed Option 5.6

Through discussions held with the Shire, the long list of options was reduced to a short list for 

detailed evaluation: 
 

 Option 1 was disregarded as under this option the airport is unable to operate with a financial 

surplus.  
 

 Options 2 and 4 were not short listed as the reduced return was considered undesirable by 

Council. 
 

 Options 3 was disregarded due to the potential for failure to meet demand under the ‘Mid 

Growth’ scenario.  

 
The final short listed option that was selected for detailed evaluation was: 

 
Option 5: Base Case – “As is” maintaining the existing annual return to the Shire of 9.5% of 

80% the Infrastructure Value plus ground rental of Northern Precincts over a 10 year 

period. 
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6 LAND TENURE OPTIONS  

The Karratha Airport is currently Crown Land held by the State of Western Australia with a vesting 

order to the Shire of Roebourne. 
 

It is unclear whether the existing order will permit the Shire to undertake all of the commercial 
development proposed in the Master Plan and as such a number of land tenure options have been 

reviewed as part of this business case. We have identified the land tenure models available to the 

Shire and undertaken investigation as to the impacts and requirements associated with each option. 

 Status Quo 6.1

All land remains under Crown ownership under current vesting order i.e. aviation uses only.  
 

The current conditions of the order states: 

 
“1. To be used for the designated purpose of “Airport (Karratha)” only 

 
2. Power to lease for the designated purpose (or sublease or licence) is granted for the whole or 

any portion thereof for any term not exceeding forty two (42) years from the date of the lease 
subject to approval in writing of the Minister for Lands being first obtained to each and every 
lease or assignment of lease.” 

 Amend Vesting Order 6.2

All land remains under Crown ownership however, the Shire applies for the vesting order to be 

amended, allowing for non-aviation uses as well. An amendment to the existing management order to 
allow the Shire will require the Minister’s prior approval in accordance with section 18 of the Land 
Administration Act 1997 as detailed in Section 7 of this business case. 

 Acquire Entire Site 6.3

The Shire acquire all land from the State in freehold and undertakes a Scheme Amendment which 

allows for both aviation and non-aviation uses.  
 

Under the Government Land Policy Manual, Policy 4.1.5: Section 152 Public Recreation Reserves, the 

Shire is able to acquire the Karratha Airport site at 5% of unimproved market value. 
 

Policy 4.1.5: Section 152 Public Recreation Reserves states that reserves created under Section 152 of 
the Planning and Development Act 2005 may be disposed of by Local Governments: 

 

“42. Where relocation of unwanted s152 land does not offer the best solution to the local 
community’s needs, with the prior approval of the Minister, a local government may dispose 
of identified reserves and apply the proceeds to capital improvements to other recreation 
reserves in the general locality.   

 
43. A condition of a reserve’s transfer to a local government for disposal will require that a Trust 

fund be established for this purpose and that a separate audit and Audit Certificates be 
provided annually to show how the proceeds have been applied.  Should certification be 
inadequate or indicate a breach of conditions, the Minister for Local Government will be asked 
to issue directions under the Local Government Act to address the situation. 

 
44. To facilitate disposal in accordance with this policy, SLS/RDL will transfer the fee simple of the 

land to the relevant local government. 
 
45. Disposal of s152 reserve to a local government shall be on the basis of payment to SLS/RDL of 

$500 or 5% of unimproved market value (as advised by the Valuer General), whichever is the 
greater.  Statutory fees are also payable by the local government.” 
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Consultation with the Policy and Practice division of the Department of Regional Development and 

Lands has confirmed that land zoned as “Public Purpose – Airport” falls under s152 land and as such 
clause 45 above is applicable to the Karratha Airport site. 

 

Please note the policy above for section 152 replaces the ceased policy for section 20A which was 
created for section 20A of the Town Planning and Development Act 1928 which has been superseded 

by the Planning and Development Act 2005. 

 Acquire Portion of Site 6.4

The Shire acquire portions of the existing vesting (for non-aviation uses) from the State in freehold 

and undertakes a Scheme Amendment which allows for non-aviation uses. As per the option to 
enquire the entire site above, the Shire is able to acquire a portion of the site at 5% of unimproved 

market value. 

 Town Planning Scheme No.8 6.5

It should be noted that the current airport site is zoned as “Public Purpose – Airport” and any 

proposed industrial or retail use will likely require a scheme amendment. The following map illustrates 
the area covered by the airport site.  

 

 
Figure 5: Area covered by the airport site 
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7 LEGISLATIVE REQUIREMENTS  

 Land Administration Act 1997 7.1

Under section 18 of the Land Administration Act 1997 the shire is able to sub-lease land at the 
Karratha Airport site provided it obtains prior approval in writing of the Minister. Section 18 of the 

Land Administration Act 1997 relates to crown land transaction that need Minister’s approval, the 
section states: 

 

 “(1) A person must not without authorisation under subsection (7) assign, sell, transfer or 
otherwise deal with interests in Crown land or create or grant an interest in Crown land. 

 (2) A person must not without authorisation under subsection (7) — 
 (a) grant a lease or licence under this Act, or a licence under the Local Government 

Act 1995, in respect of Crown land in a managed reserve; or 
 (b) being the holder of such a lease or licence, grant a sublease or sublicence in respect 

of the whole or any part of that Crown land. 
 (3) A person must not without authorisation under subsection (7) mortgage a lease of Crown 

land. 
 (4) A lessee of Crown land must not without authorisation under subsection (7) sell, transfer or 

otherwise dispose of the lease in whole or in part. 
 (5) The Minister may, before giving approval under this section, in writing require — 
 (a) an applicant for that approval to furnish the Minister with such information 

concerning the transaction for which that approval is sought as the Minister 
specifies in that requirement; and 

 (b) information furnished in compliance with a requirement under paragraph (a) to be 
verified by statutory declaration. 

 (6) An act done in contravention of subsection (1), (2), (3) or (4) is void. 
 (7) A person or lessee may make a transaction under subsection (1), (2), (3) or (4) — 
 (a) with the prior approval in writing of the Minister; or 
 (b) if the transaction is made in circumstances, and in accordance with any condition, 

prescribed for the purposes of this paragraph.” 

 Local Government Act 1995 7.2

Section 3.59 

Section 3.59 of the Local Government Act 1995, which relates to commercial enterprises by local 
governments, stipulates that, before it commences a major trading undertaking or a major land 

transaction, a local government is to prepare a business plan. Section 3.59 states: 

 
 “(3) The business plan is to include an overall assessment of the major trading undertaking or 

major land transaction and is to include details of —  
 (a) its expected effect on the provision of facilities and services by the local 

government; and 
 (b) its expected effect on other persons providing facilities and services in the district; 

and 
 (c) its expected financial effect on the local government; and 
 (d) its expected effect on matters referred to in the local government’s current plan 

prepared under section 5.56; and 
 (e) the ability of the local government to manage the undertaking or the performance 

of the transaction; and 
 (f) any other matter prescribed for the purposes of this subsection.” 
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The Act defines a trading undertaking as “an activity carried on by a local government with a view to 
producing profit to it, or any other activity carried on by it that is of a kind prescribed for the purposes 
of this definition” and under section 9(1) of the Local Government (Functions and General) 
Regulations 1996 the amount prescribed for major trading undertakings is prescribed as: 

 
 “(a) … the amount that is the lesser of — 
 (i) $5 000 000; or 
 (ii) 10% of the lowest operating expenditure described in subregulation (2);” 
 

The operating expenditure incurred by the Shire from its municipal fund in the last completed financial 
year (2011/12) was in the order of $58.8 million while the operating expenditure anticipated to be 

incurred by the Shire from its municipal fund in the current financial year (2012/13) and in the 
financial year after the current financial year (2013/14) is estimated at $68.5 million and $66.5 million 

respectively, resulting in a lowest operating expenditure under section 9(2) of the Local Government 
(Functions and General) Regulations 1996 of $58.8 million. 

 

Based on these figures, the amount prescribed for the purposes of the definition of major trading 
undertaking is $5 million, classifying the Karratha Airport development as a major trading undertaking 

and accordingly this business plan is required to be developed in accordance with the Section 3.59 of 
Local Government Act 1995. 

 

Additionally should the Shire decide to acquire the entire site it will cost more than $10 million 
(approx. $14.8 million), classifying the purchase as a major land transaction under section 8A the 

Local Government (Functions and General) Regulations 1996, also requiring the preparation of a 
business plan. 

 
Under section 8A(1) of the Local Government (Functions and General) Regulations 1996 the amount 

prescribed for major land transactions is prescribed as: 

 
  “(a) … the amount that is the lesser of — 
 (i) $10 000 000; or 
 (ii) 10% of the operating expenditure incurred by the local government from its 

municipal fund in the last completed financial year;” 
 
This Business Plan’s compliance with the Local Government Act 1995 is detailed in 

Attachment A. 

Section 3.58 

Section 3.58 of the Local Government Act 1995 relates to disposing of property by Local 

Governments. The Act states that: 
 

“dispose includes to sell, lease or otherwise dispose of, whether absolutely or not” and “property 
includes the whole or any part of the interest of a local government in property, but does not include 
money” 
 

However subsection (5)(b) states that: 

 
 “(5) This section does not apply to –  

(b) a disposition of property in the course of carrying on a trading undertaking as 
defined in section 3.59;” 

 

Based on the above, the ground rental proposed at the Airport site would be considered an exempt 
disposition and therefore, is excluded from the application of Section 3.58 of the Act. 
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10 FUNDING OPPORTUNITIES 

We have undertaken a preliminary review of the funding opportunities available to Karratha Airport 

with our findings summarised below.  

 Self-Sustaining 10.1

The self-sustaining funding model is based on the concept that the additional commercial activities at 
the Airport site will be sufficient to fund the additional aviation infrastructure requirements.  

 

This is the model that has been adopted for the purposes of this Business Case. 

 Airline Long Term Pricing Mechanisms 10.2

New Necessary Investment  

The New Necessary Investment (NNI) model identifies costs involved in the provision of aeronautical 

services and uses them as the basis for setting aeronautical charges with projects funded through 6 

monthly increases in pax surcharge. The model requires individual projects to be submitted for 
endorsement at the time of initial project planning. 

Example 

                   

                           
                                                             

 

The key advantages and disadvantages associated with NNI are as follows: 
 

 The Shire is able to recover the cost of capital expenditure after the funds have been 

consumed; 
 The risks associated with pax growth is reduced for the Shire and placed on the airlines. 

 

Note: 
 Airlines have expressed that they are capital constrained and are adverse to the NNI model as 

they have less certainty in the medium to long term cost impacts. 

 The model has the ability to deliver the capital improvements within an earlier timeframe than 

the NIC model below. 

 Funds from the model cannot be utilised to replace degraded facilities unless the replacement 

is an upgraded facility. 

Necessary Investment Charge 

The Necessary Investment Charge (NIC) identifies a list of aviation projects required to be delivered 
over a given period and uses pax surcharges over that period to fund them. The projects and pax 

surcharges are agreed upon by the airport and the airlines at the start of the proposed period. 

Example 

                       ⁄

                            
                                               

 

The key advantages and disadvantages associated with NIC are as follows: 
 

• The Shire is able to recover the cost of capital expenditure prior to the funds being expended, 

therefore providing increased security in project funding; and 
• The risks associated with pax growth is placed on the Shire and reduced for the airlines. 
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Note: 

• Airlines have expressed that they are capital constrained and are favourable to the NIC model 
as they have increased certainty in the cost impacts and the Shire would ‘self-finance’ the 

agreed capital improvements but at the cost of a delayed delivery.  

• Funds from the model cannot be utilised to replace degraded facilities unless the replacement 
is an upgraded facility. 

Long Term Pricing Model 

The third option is to work in partnership with the airlines to build an aeronautical pricing strategy 

based on a building blocks model. This Long Term Pricing Model (LTPM) would include all aviation 

fees and charges (Landing, Check in, Bag Screening, etc.) potentially together with property fees 
(kiosk space, self check-in, lounges, offices). 

 
Airlines prefer this method of agreement as it provides them with increased certainty as to the cost 

impacts however this model has potential issues under the Local Government Act 1995 relating to 
long term ‘procurement’. Additionally there is the potential for the Shire to suffer financially in the long 

run as the airlines typically want to discount the fees and charges. 

 State Funding 10.3

Regional Airports Development Scheme 

Regional Airports Development Scheme (RADS) is a State Government grant program delivered by the 
Department of Transport aimed at improving airport related infrastructure in regional Western 

Australia.  

 
The objective of the scheme is to ensure regional aviation infrastructure and airport services are 

developed and maintained to facilitate air access and air safety and enhance economic growth in 
regional Western Australia. 

 

RADS provides funding towards: 
 

 Infrastructure development projects; 

 Airport master plans; 

 Maintenance projects for aircraft movement areas; and 

 Terminal development. 

 
Royalties for Regions has committed $27 million until 2013-14 to boost RADS $8 million 2013-15 

funding round. 

 Outcome 10.4

While it would be prudent for the Shire to continue submission for funding from sources such as RADS 

and to continue discussions with airlines over the introduction of long term pricing mechanisms, the 
options are unreliable. 

 
The Shire of Roebourne should seek to operate on a self-sustaining basis, ensuring the Shire can 

maintain operations on a continual basis whilst determining capital projects on a case by case, trigger 

dependent basis.  
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11 SOCIAL & SERVICE IMPACT STATEMENT & ECONOMIC 
REVIEW 

We have undertaken a preliminary review of the social and services impacts associated with the 
development of the Karratha Airport as well as a high-level economic review. The potential impacts 

identified have been noted in the following sections.  

 Social Impact Analysis 11.1

As outlined in the Karratha City Growth Plan, at approximately 18,000 Karratha’s population is under 

pressure due to a variety of reasons, including the fact that the poor quality and limited range of 
services do not meet community expectations. This disparity is being addressed through a number of 

initiatives funded in part through programs such as Royalties for Regions and Industry. 

 
Across the Pilbara, mining and resource extraction is the backbone of Karratha’s economy and as a 

result Karratha Airport caters for a significant number of Fly-in Fly-out (FIFO) workers and therefore 
the Shire has a high “service” population which the Airport’s services, and therefore the facilities and 

infrastructure, has to cater for in addition to the residential population. 

 
As the primary provider of aviation services to the Shire of Roebourne and surrounding areas, 

Karratha Airport has an important role in the connectivity of the Pilbara and being a gateway to the 
region. 

 
A prospering society is limited by the ability of underpinning infrastructure to expand at the rate 

required to deliver the day-to-day service needs of the community.  This is particularly true for 

Karratha – an economic power house for Australia, yet secluded and arguably (notwithstanding the 
initiatives discussed above) under resourced and funded to keep up with the extraordinary growth 

experienced over the last decade and forecast. 
 

The Shire has managed to deliver air services to the region within a constrained airport capacity, 

using innovation and a little good luck to maintain operations at an appropriate level.  This has been 
supplemented through the expenditure of circa $50 million in capital works over the last two years, 

however some of these projects, while necessary have not directly increased the operational air 
service capacity of the facility. 

 

The Terminal Upgrade project which is in design and will expand the facility from 4,650m² to 7,850m² 
plus REHBEIN’s new Master Plan are intended to address the continual need for Airport upgrades to 

support a growing capacity. 
 

From a logical point of view, REHBEIN’s Master Plan adopts the high growth scenario need as the 
basis of its planning.  This approach has been adopted to ensure the Airport’s capacity never 

constrains the growth of the Shire’s economy.  This is a conservative input that needs to be 

understood and measured against the reality of the region’s actual growth over the coming years. 
 

The Shire has an overall capacity to supply services to the Community, of which the Karratha Airport 
is but one.  While the Master Plan is proposed to be updated five yearly, the actual growth of the 

economy and related air service requirements need to be tracked on an annual basis to determine 

when the Master Plan’s projected capital project investment should actually be implemented.  This is 
salient given the rapid changes to the north-west economies over the last twelve months, impacted by 

a levelling in mining growth and related expenditure. 
 

Adopting a shorter term formula of review will minimise the opportunity cost of over investment in the 
Airport’s infrastructure, while maximising the financial benefits of the Airport as a cash flow positive 

asset to broader community infrastructure and services. 
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With perception being reality, assuming the airport is able to service the actual aircraft and passenger 

capacity while meeting compliance regulations, consideration should be given to setting a number of 
performance parameters around the airport as a Place that people want to go to.   

 

The parameters could reflect community and industry expectations of the facility, tracked and 
reported publically, annually or more often.  Offering a transparent measure will improve community 

perception of the facility and will provide valuable information that can be used by the Airport Team to 
guide capital expenditure. 

 

Social measures could be based on Place Making principles that are used to 
assess and guide improvements to places.   An example is the Projects for Public 

Spaces (PPS) initiative being adopted by the development industry across the 
State and internationally, including by the Metropolitan Redevelopment 

Authority.  
 

PPS has identified 11 key elements in transforming public spaces into vibrant community places, 

whether they’re parks, plazas, public squares, streets, sidewalks or the myriad other outdoor and 
indoor spaces that have public uses in common. These elements are (summarised from the PPS 

website): 
 

 The Community Is The Expert - The important starting point in developing a concept for 

any public space is to identify the talents and assets within the community. Tapping this will 

help to create a sense of community ownership that can be of great benefit to both the 
project sponsor and the community. 

 
 Create a Place, Not a Design - To make an under-performing space into a vital “place,” 

physical elements must be introduced that make people welcome and comfortable, such as 

seating and new landscaping, and also through “management” changes developing more 
effective relationships between activities. 

 

 Look for Partners - Partners are critical to the future success and image of a public space. 

Whether you want partners at the beginning to plan for the project or you want to brainstorm 
and develop scenarios with a dozen partners who might participate in the future, they are 

invaluable in providing support and getting a project off the ground. They can be local 
institutions, museums, schools and others. 

 

 You Can See a Lot Just by Observing - We can all learn a great deal from others’ 

successes and failures. By looking at how people are using (or not using) public spaces and 
finding out what they like and don’t like about them, it is possible to assess what makes them 

work or not work.  
 

 Have a Vision - The vision needs to come out of each individual community. However, 

essential to a vision for any public space is an idea of what kinds of activities might be 
happening in the space, a view that the space should be comfortable and have a good image, 

and that it should be an important place where people want to be. It should instil a sense of 

pride in the people who visit and work in the surrounding area. 
 

 Start with the Petunias: Lighter, Quicker, Cheaper - The complexity of public spaces is 

such that you cannot expect to do everything right initially. The best spaces experiment with 
short term improvements that can be tested and refined over many years!  

 

 Triangulate - “Triangulation is the process by which some external stimulus provides a 

linkage between people and prompts strangers to talk to other strangers as if they knew each 
other” (Holly Whyte). In a public space, the choice and arrangement of different elements in 

relation to each other can put the triangulation process in motion (or not).  
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 They Always Say “It Can’t Be Done” - One of Yogi Berra’s great sayings is “If they say it 

can’t be done, it doesn’t always work out that way”.  Creating good public spaces is inevitably 

about encountering obstacles, because no one in either the public or private sectors has the 
job or responsibility to “create places.” For example, professionals such as traffic engineers, 

transit operators, urban planners and architects all have narrow definitions of their job.  Their 

job, evident in most cities, is not to create “places.” Starting with small scale community-
nurturing improvements can demonstrate the importance of “places” and help to overcome 

obstacles. 
 

 Form Supports Function - The input from the community and potential partners, the 

understanding of how other spaces function, the experimentation, and overcoming the 

obstacles and naysayers provides the concept for the space. Although design is important, 
these other elements tell you what “form” you need to accomplish the future vision for the 

space. 
 

 Money Is Not the Issue - This statement can apply in a number of ways. For example, once 

you’ve put in the basic infrastructure of the public spaces, the elements that are added that 
will make it work (e.g., vendors, cafes, flowers and seating) will not be expensive. In addition, 

if the community and other partners are involved in programming and other activities, this can 

also reduce costs. More important is that by following these steps, people will have so much 
enthusiasm for the project that the cost is viewed much more broadly and consequently as not 

significant when compared with the benefits. 
 

 You Are Never Finished - By nature good public spaces that respond to the needs, the 

opinions and the ongoing changes of the community require attention. Amenities wear out, 

needs change and other things happen in an urban environment. Being open to the need for 
change and having the management flexibility to enact that change is what builds great public 

spaces and great cities and towns. 

 Service Impact Statement 11.2

Our analysis of the potential service impacts has been developed in consultation with the Shire, 

drawing on discussion held during a procurement workshop for the Terminal Upgrade project, plus 
incorporating the greater aviation requirements. The major impacts identified are as follows:  

 
Airport Capacity – While disruption to facility operations, the staff and public is inevitable it must be 

mapped out and managed closely to ensure that air services and specifically terminal facilities are not 
impacted adversely. That is, it is recognised that areas of the airport and terminal will need to be 

modified and closed, however early consideration of these actions needs to be given and 

communicated with stakeholders such that flow on impacts can be mitigated.  
 

Value for Money – The Shire must achieve a value for money outcome. Balancing the need for 
management of operational impacts should not overly cost the Shire. Early consideration and 

agreement of works parameters such that contractors work methods can be planned and 

implemented in relatively normal industry ways should be a high priority to remove risk and therefore 
of pricing. This is impacted by the build-ability of capital works, while and operational airport, the 

required facilities are not overly complex and should be kept as close to industry standard as possible.  
 

Quality – As the long term owner and operator of the Airport the Shire has a vested interest in the 
operation, management and maintenance costs of the facility. Opportunities exist with each capital 

improvement project to life-cycle assess each element to find the right balance between capital and 

long term costs. The adoption and implementation of environmental measures is appropriate for the 
build of new projects plus operations (e.g. Neighbours). In addition coordination of commissioning 

documentation and maintenance manuals will be key to long term management of the facilities 
installed during the project. 
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Shire Capacity – The implementation of a Shire Strategic Project Management Office (PMO) is a 

supporting initiative that strongly increases the effectiveness of project delivery within the Shire. It is 
noted that the Airport is operated within the same Strategic department; the Airport under Strategic 

Business. This close relationship between project delivery and the business bridges the interface gap 

between the PMO and the Airport Team.  The Airport team is structured to deliver airport service 
operations on a day-to-day basis. It plays a key interface between the PMO, contractor and airport 

stakeholders (e.g. airlines, contractors, staff and community).  As the project gains momentum it will 
require supplementation of skills and resources to successfully implement this role. 

 Economic Evaluation 11.3

With a very strong growth over the last 10 years and a significant reliance on the resources extracted 
from the region, the Shire’s prospects over the next twenty years are very good.  However, while the 

economy in the Shire of Roebourne is one of Australia’s strongest, the rate at which it continues to 
grows is a pertinent question being asked across all industries, particularly as the influences on the 

economy are far removed (i.e. Federal Government, International Economies). 

 
A number of the economic areas impacted by the Airport are addressed discussed below, with a focus 

on the operational expansion on the facility and how its base operations and related capital projects 
provide a benefit. 

Direct Long Term Job Creation 

The Airport currently directly employs 11 FTE personnel within a Shire approved organisational 

structure of 13 FTE (excluding Tien Tsin).  Based on $70,7001 expenditure p.a. per FTE on household 

expenditure, 13 FTE personnel provides an economic impact of $919,100 to the local economy 
annually (non-escalated). 

 
With the proposed changes to the Airport’s organisational structure a further 4 FTE personnel will be 

directly employed by the Shire, resulting in an additional $282,800 input to the local economy 

annually (non-escalated).  This would be expected to be achieved within say 4 to 5 years. 
 

In addition, while difficult to define: 
 

 13% of the Shire’s corporate structure also supports the Airport’s operations; and 

In-direct Long Term Job Creation 

In addition to direct employment, the Airport Team utilises a number of contractors to provide 

support, with a total annual expenditure in the order of $6.4 million (2013/14).  This expenditure 

supports the employment of a diverse range of industries.   
 

The economic multiplier for construction activities in the Pilbara has been estimated at approximately 
1.71, meaning that for every $1 million of Shire and private sector capital invested at the Karratha 

Airport could generate possible economic activity of $1.7 million within the local region.   

 
Applying this multiplier to maintenance contracts at the Airport (while not an exact fit) results in a 

annual economic impact in the order of $10.9 million. 

Construction Activity Associated Airport Capital Investment 

The Shire is expecting to invest approximately $95.5 million (escalated) on aviation related capital 
investment over the modelled 10 year period.  This assumes an in-total move of the airport operations 

to the southern commercial area does not occur during this time. 

 

                                                
1 REMPLAN economic modelling tool using data sets incorporating Australian Bureau of Statistics’ (ABS) June 2012 Gross State 
Product, 2008 / 2009 National Input Output Tables and 2011 Census Place of Work Employment Data (Pilbara Development 
Commission, 2012) 
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Applying the economic multiplier for construction of 1.7 discussed above - $215 million x 1.7 

= $162.35 million economic impact over 10 years. 
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12 RISK ANALYSIS 

We have identified high level risks associated with the project and more particularly in regard to the 

business case, including some identified mitigating strategies: 
 

Risk Mitigating Strategies / Controls 

Existing market provides 
competition to the Shire’s 

development 

 Assess market demand before undertaking commercial land 

development. 
 

Inconsistency of income 

return to the Shire 

 Secure lease structures and commercial tenants to maintain a 

long term base income.  

 

Funds not available when 

critical Aviation asset 

upgrades required 

 Undertake commercial development to supplement aviation 

infrastructure costs. 

 Take on a loan facility, if able. 

 Reduce return to Shire requirements. 

 

Market take-up of land 
inconsistent with modelling 

 Review market demand and adjust delivery program if required.  

 

Over expenditure versus 

actual growth 

 Assess passenger demand before initiating aviation 

infrastructure projects. 

 

Lost opportunity with 
regard to third party 

funding 

 Continually review funding opportunities available and apply for 

grants when funding is accessible. 
 

Hydrology levels towards 

eastern end of site 

 Undertake hydraulic modelling to assess the potential of 

inundation. 

 Avoid development of portions of the site significantly impacted 

by flooding. 
 If required, and financially feasible, import fill to reduce 

inundation impacts. 

 

Limited current market 
demand with Gap Ridge 

Stage 1 relieving pent up 
pressure 

 Deliver portion of the commercial land product that is unique to 

the Airport delivery i.e. development associated with airport 
services. 

 Delay release to market of similar product until Gap Ridge 

delivery is completed. 
 

 Opportunities 12.1

Acquisition of Land 

As previously identified, the SoR currently has rights to the land via a vesting order. To assist the 

Shire with a long term strategy for the airport we have reviewed the scenario of acquiring the land 

from the State. The following are the key considerations and discussion we have taken into account: 
 

 The potential long term capital growth from the acquisition in the short term, plus opportunity 

to acquire the freehold rights under the 5% policy. 
 Increased rights, and opportunities, to develop the land in a way that suits the SoR, 

particularly in regard to future commercial land development opportunities (this assumes that 

amendment of the vesting may not occur). 
 Benefit from acquiring the land should an amendment to the existing vesting be achieved for 

future commercial land development. 

 The existing proactive nature of State Government with regard to these opportunities – this 

may not be as available or present itself in the future.   
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 Cost-benefit of the acquisition in the short term i.e. cost outlay vs impacts to the operating 

financials. 

 
The following is a summary of the potential capital gain of the asset that might be achieved in the 

long term (20 years) should the SoR acquire the land in freehold, as at today. This assumes the entire 

site is acquired. 
 

Current Estimated Acquisition Cost:  $11,913,000 ($33/m² x 7,220,000m² x 5%) 
Present Value:  $238,260,000 (rates as above) 

Future Value (20 years):  $413,917,159 (based on a 2.80% growth rate) 

 
Note: The rate of $33/m² was adopted based on 20% discount to the recent valuation rates for the 

Town of Port Hedland Airport (Precinct 3 - $41/m²). The discount allows for significant 
variances in scale and potential impacts on development potential from inundation at the 

Karratha Airport. Values assume un-serviced englobo land. We consider the initial base rate of 
$41/m² to be fair in light of current ground rental analysis, the location and scale of land. 

 

In regards to the future opportunities and rights that may be achieved, it is evident that the majority 
of benefits are focussed towards increased land development opportunities for future ancillary 

commercial development, plus any capital growth achieved in the land holding. Aside from an increase 
in total assets held by the SoR it is unlikely that the capital growth or financial gain would ever be 

realised unless the airport is relocated and the land is sold. Furthermore the potential relocation of the 

airport has already been reviewed in context of the most suitable location surrounding Karratha, with 
the findings indicating that the current position is the most preferred hence any future relocation is 

unlikely. 
 

Although an acquisition of the land would provide more flexibility and control to the SoR, at present 
there appears opportunity under the current vesting to at least achieve commercial development and 

activation in the northern precinct in line with the needs of industry and the airport operation. The 

acquisition would also have an impact on the forecast financials, increasing loan requirements under 
the 10 year cash flow by approximately 20% or $5 million.  

 
In summary, it is considered prudent that the opportunity to acquire the land is monitored going 

forward and potentially a part acquisition in line with operational and commercial needs may be 

preferable. It is noted that the opportunity to acquire land through the 5% policy is boosted by the 
current Government and their proactive nature around these types of transactions which may not be 

available in the future.   
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14 FINDINGS AND RECOMMENDATIONS 

Based on our analysis and workshops held with the Shire there are several key findings to be drawn 

that will assist the Shire in planning for future aviation and non-aviation activity at Karratha Airport. 
For the benefit of council and other key stakeholders, key findings and recommendations to consider 

have been summarised.  

 Summary Findings 14.1

 The Shire is able to sub-lease portions of the airport site under the current vesting provided it 

obtains prior approval in writing of the Minister in accordance with Section 18 of the Land 
Administration Act 1997. 

 

 Although a number of delivery options were identified, Option 5 – A 10 year option, 

maintaining the existing annual return to the Shire of 9.5% of 80% the Infrastructure Value 
while also undertaking a ground rental development of Northern Precincts, was the only option 

to meet all the Business Case objectives identified.  

 
 An assessment of Options 5 to supplement the aviation operations and infrastructure upgrades 

with ground rental of the portion of land north of the runway surrounding the existing terminal 

determined that the total amount in loan required will be $24 million while providing the 
Shire with a total return of $81 million. The following table further summarises the findings 

of the financial modelling: 
 

Item $ 

Operational Income 316,390,000 

Operational Expenditure 156,050,000 

Capital Expenditure 95,510,000 

Return to Shire 81,030,000 

Loans Required 24,000,000 

Residual Loans (2022/23) 7,310,000 

 
 The Karratha Airport site is able to be acquired at 5% of unimproved market value under 

Government Land Policy Manual, Policy 4.1.5: Section 152 Public Recreation Reserves. An 

acquisition of the land would provide more flexibility and control to the Shire, however under 
the current vesting there appears opportunity to achieve commercial land development and 

activation in the northern precinct in line with the needs of industry and the airport operation. 
Additionally the acquisition would impact the forecast financials, increasing loan requirements 

under the 10 year cash flow by approximately 20% or $5 million. Acquiring part of the 

Karratha site is a possible way forward in line with operational and commercial needs. 
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 Recommendations 14.2

 Option 5 including the ground rental of Northern Precinct is the preferred solution, it is the 

only option that meets all of the Business Case objectives identified. Financial modelling 
determined the option requires a total loan commitment of $24 million during the period with 

a residual loan value of $7.3 million in 2022/23.  Should the Shire proceed with the 

commercial ground rental development at the Airport this option presents a sound basis for 
the management of the facility in the medium term. 

 
 Further advice is sought regarding the process for obtaining approval in writing of the Minister 

in line with Section 18 of the Land Administration Act 1997 for the sub-leases required to 

undertake the commercial land development under the existing vesting order. 

 
 It is considered prudent that the opportunity to acquire the land is monitored going forward 

and potentially a part acquisition in line with operational and commercial needs may be 

preferable. It is noted that the opportunity to acquire land through the 5% policy is boosted 
by the current Government and their proactive nature around these types of transactions 

which may not be available in the future.   
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ATTACHMENTS 

A. Requirements of the Local Government Act 1995 
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A. REQUIREMENTS OF THE LOCAL GOVERNMENT ACT 1995 

Section 3.59 

In accordance with Section 3.59(3) of the Local Government Act 1995, the Business Plan includes 
details of: 

(a) its expected effect on the provision of facilities and services by the local 
government 

As detailed in Section 2 of the Business Case, Karratha Airport, which is owned and operated 

by the Shire, provides RPT and charter services to Perth and other major capital cities largely 
for the workforces employed in the resource industry within the Shire and is also the base for 

a number of helicopter operators that support offshore resource industry activities. 
 

The existing facility has several operational and functional deficiencies as a result of its current 

capacity and as such the Airport development, which will address these issues, is expected to 
improve aviation facilities and services provided by the Shire. 

 
As detailed under Section 9 of the Business Case, all required funding is to be provided 

through the Karratha Airport Reserve Fund and loans obtained and serviced entirely by 

Karratha Airport. No funds are anticipated to be sourced from the Shire’s municipal fund. In 
addition, the project is anticipated to provide the Shire with a return of approximately 

$81 million over 10 years, aiding the provision of facilities and services by the Shire. 

(b) its expected effect on other persons providing facilities and services in the district 

Through the proposed commercial aspect of the project, detailed in Section 5 of the business 
case, opportunities will be created for local service businesses to deliver aviation related 

services through facilities co-located with the airport.  

 
The Karratha Airport developments expected impact on services, social impact and economic 

impact is detailed under Section 11 of the Business Case. 

(c) its expected financial effect on the local government 

The financial performance of the undertaking has been assessed in Section 9 of the Business 

Case, with the following points summarising the financial analysis and consequent financial 
effect on the Shire. 

 
 The project has been assessed over a 10 year timeframe (post planning and 

construction) to provide clear analysis of medium term costs. 

 
 The Karratha Airport development will be self-sustaining – the project will require two 

loans within the first three years totalling $24 million which will have debt service costs 

of $3 million per annum and will be serviced by funds held in the Aerodrome Reserve.  

 
 The project is anticipated to provide the Shire with a return of approximately 

$81 million over 10 years and will not require additional financial contributions from 

the Shire. 
 

In the previous financial year (2011/12) the Shire had an operating surplus in the order of 

$18 million, a gross loan debt of $14.8 million which had a total debt service cost of 
$3.9 million.  

 
In the current financial year’s budget (2012/13) the Shire has estimated an operating surplus 

of $10.7 million. In 2012/13 the Shire also plans to take on an additional $7.4 million in loan 
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debt and anticipate loan service costs totalling $2.2 million however it is the Shire’s intention 

to repay all loan debts at the end of the financial year through funds held in reserves. 
 

For 2013/14 the Shire has estimated an operating surplus of $21.5 million and currently does 

not have plans to take on any further debt. 

(d) its expected effect on matters referred to in the local government’s current plan 

prepared under section 5.56 

In accordance with Section 5.56 of the Local Government Act 1995, which requires a local 

government to plan for the future of the district, the Shire published a 10 year Strategic 
Community Plan 2012-2022 and a more detailed 5 year Corporate Business Plan 2012-2016. 
The Strategic Community Plan outlines a number of outcomes the Shire will strive to achieve 

and the Corporate Business Plan identifies a number of programs the Shire intend to 
implement in order to achieve these outcomes.  

 
Under the plan the Shire’s goal is to achieve greater use of public spaces the provision of 

community facilities that meet the needs of the Shire’s communities. The programs identified 

to achieve this goal that will be addressed by the Karratha Airport development are: 
 

 Operate Karratha Airport to achieve Compliance. 

 Operate Karratha Airport to achieve a Commercial outcome. 

 Provide strategic planning for the Airport. 

(e) the ability of the local government to manage the undertaking or the performance 
of the transaction 

As detailed in Section 13.2 of this Business Case, the Shire is currently implementing a 

revised governance structure which will ensure the Shire has adequate resourcing to manage 
the proposed development.  

(f) any other matter prescribed for the purposes of this subsection 

Section 12 of the Business Case identifies project risks and mitigating strategies / controls as 

well as project opportunities.  
 

It must be noted that the Shire will also provide consideration to Sections 3.59 (4) (5) (5a) (6) (7) (8) 

and (9) of the Act in undertaking the Karratha Airport development.  



                                   

Shire of Roebourne  
Karratha Airport Business Case   

 
 

 

 
12-102/FR April 2013 Page 46 of 52 

B. CASH FLOWS 
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