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2. Introduction 

2.1. Instructions 

JLL has been engaged by Ausgrid to undertake feasibility analysis related to their Hunter Depot Program (further details 

provided below in Section 2.3. The feasibility assessment in this report includes both financial and non-financial analysis. 

This information is targeted at informing Ausgrid of the least cost solution to addressing the risks associated with non-

network property assets that are declining in condition as they reach an advanced age. 

2.2. Ausgrid Property & Accommodation Strategy 

Ausgrid are continuing a program of consolidating and modernising their non-network property portfolio. The priority is 

to ensure they provide safe, secure and fit-for-purpose workplaces for staff that allows for the provision of timely and 

reliable services to meet customer needs. Further, as a consequence of more agile working practices adopted during 

COVID-19 and a significant downsizing of the workforce over the last 10 years, Ausgrid’s property footprint is currently 

under-utilised. Over the course of FY22 the transformation and strategic property teams have conducted a review of all 

Ausgrid sites being utilised to accommodate staff with the purpose of the review to: 

• Maximise utilisation and improve financial outcomes; 

• Maintain and improve operational performance and ensure Ausgrid’s sites are set up for the future target 

operating model; 

• Support improvements in Ausgrid’s culture by enhancing the spaces their teams work in. 

Ausgrid has identified the need for a number of projects involving the replacement, upgrading or refurbishment of 

property during the five-year forecast period. In particular, Ausgrid has an ageing property portfolio and priority has been 

given to those assets which are of greater safety and security concern and are in the most urgent need of replacement. A 

selection of these projects are the subject of the analysis we are now undertaking, as described in the instructions above. 

2.3. Overview of the Proposed Projects 

Ausgrid have developed a Hunter Depot Program which includes the delivery of new developments enabling smaller, 

more fit for purpose facilities or part land area divestments. The following is a summary of the proposed interrelated 

works: 

• Deliver a smaller, more fit for purpose new depot at Muswellbrook, as well as provide funds to enable 

development of the Renewables and Sustainability Program Facility at Muswellbrook. 

• Deliver a smaller, more fit for purpose new depot at Cessnock. 

• Following the redevelopment, portion off surplus land at Muswellbrook for divestment. 

The key Ausgrid drivers for the proposed development of the Hunter Depot Program include: 

• Accommodate the workforce and critical operations in suitable facilities that align with Ausgrid Accommodation 

Guidelines. 

• The current Cessnock Depot is quite dated and the current layout not efficient, resulting in the site not being 

well utilised. Opportunity therefore exists for a redevelopment that is fit for purpose in the longer term. 

• The current Muswellbrook site is dated, no longer fit-for-purpose, larger than required and we understand issues 

with the facilities are arising (e.g., leaking roof). Significant investment would be required whether to refurbish 

the current buildings or demolish the current facilities and build a purpose-built depot, however, with a rebuild 

an opportunity exists to consolidate the new facilities in closer proximity to the substation, presenting an 

opportunity to subdivide surplus land. 
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• This overarching strategy will help to improve the culture through improved facilities, standardisation of 

practices, and grouping of teams to enhance collaboration, knowledge sharing, communication and problem-

solving. 

• Appropriately manage lifetime property costs. 

• Address current and future demands in the Hunter region. 

• Potential for surplus land to be disposed after the completion of works (re-zoning and Council approval would 

be required). 
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5. Financial Analysis and Assessment 

5.1. Scenarios 

In undertaking our analysis, we have had consideration to the scenarios described below. We believe these scenarios 

capture the appropriate and realistic options that could be undertaken to resolve the issues / achieve the benefits 

identified within Section 2.3.  

Scenario 1 – Base Case  

This scenario assumes the continuation of current operations across the relevant depots. Major refurbishments are 

assumed across Muswellbrook & Cessnock Depots given their age, BCA and hazard issues. 

Scenario 2 - Implement Hunter Depot Program 

This scenario assumes the redevelopment of both the Muswellbrook and Cessnock Depots into smaller, more fit for 

purpose facilities, as well as funds to enable development of the Renewables and Sustainability Program Facility at 

Muswellbrook. This scenario includes divestment of any surplus lands once operations are consolidated. 

5.2. Key Inputs 

Provided below are key inputs related to costs, values, as well as other model assumptions. For further details, refer to 

the full financial model within the appendices. 

• Existing improvements and conditions – based on BCA and Hazard Reports (where available), as well as plans 

• Fair value of sites – as assessed by Preston Rowe Paterson (PRP) 

• Major capital works – estimated by JLL and based on site conditions and future requirements 

• Growth rates for both costs and values – costs adopting CPI forecasts provided by Ausgrid, values assuming a 

premium to CPI 

• Discount rate – based on Ausgrid Regulated Weighted Average Cost of Capital 

• Ongoing capital works – based on typical ongoing capital works for new facilities by broad use type and an 

assumed premium for existing facilities 

• Operating Expenses (Opex) excluding land tax and council rates – for existing facilities based on historic charge, 

for new facilities utilising historic charge from recently completed Beresfield Depot 

• Land tax and council rates – based on historic charges and proportion adjustments to land area where 

divestments are assumed 

5.3. Financial Outcomes 

Based on the assumptions outlined, the following rounded Net Present Value (NPV) financial outcomes have been derived 

by scenario. 

• Scenario 1    NPV of -$43,800,000 

• Scenario 2    NPV of -$40,600,000 
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6. Appendices 

6.1. Hunter Depot Program Financial Model 
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Disclaimer 

The material contained in this report is confidential and was provided by JLL to the party to whom it is addressed strictly 

for the specific purpose to which it refers and no responsibility is accepted to any third party. 

Neither JLL nor any of its associates have any other interests (whether pecuniary or not and whether direct or indirect) or 

any association or relationships with any of its associates that might reasonably be expected to be or have been capable 

of influencing JLL in providing this report. 

Neither the whole of the report nor any part or reference thereto may be published in any document, statement or circular 

or in any communication with third parties or distributed without JLL’s prior written approval. 

Whilst the material contained in the report has been prepared in good faith and with due care by JLL, no representations 

or warranties are made (express or implied) as to the accuracy of the whole or any part of the report. 

JLL, its officers, employees, subcontractors and agents shall not be liable (except to the extent that liability under statute 

or by operation of law cannot be excluded) for any loss, liability, damages or expense suffered by any party resulting from 

their use of this report. 

If a projection has been made in respect of future demand, business trends, property prices, rentals and projected take 

up rates, such a projection is an estimate only and represents only one possible result therefore should at best be 

regarded as an indicative assessment of possibilities rather than absolute certainties. The process of making forward 

projections of such key elements involves assumptions about a considerable number of variables that are acutely 

sensitive to changing conditions and variations, and any one of which may significantly affect the resulting projections. 

This must be kept in mind whenever such projections are considered. 

JLL is not operating under an Australian Financial Services Licence. The financial analysis and conclusions contained 

within this report do not purport to represent a valuation in the conventional sense. It is an exercise involving only 

relatively few variables, such as zoning information and a general knowledge of background market conditions; whereas, 

a valuation involves a detailed investigation of the property including, where appropriate, the nature of the locality, 

surrounding properties, full inspection, site peculiarities, the nature, quality and condition of improvements, comparable 

sales, market trends, yields, competition, design and layout and so on. The market value could be greatly affected by such 

factors, and by encumbrances, restrictions, or other impediments on Title which have not been considered in this report. 

Accordingly, the financial analysis contained herein is indicative only and not authoritative. It is merely a precursor to a 

formal valuation and should not be taken as a substitute for it.  
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