Redevelopment
of Indiana’s Tea
House
Cottesloe Beach

A proposal for the redevelopment of the Indiana Tea House and
surrounds, produced to facilitate community consultation. Any queries
should be directed to the Town of Cottesloe.

109 Broome Street Cottesloe
www.cottesloe.wa.gov.au
council@cottesloe.wa.gov.au
(08) 9285 5000
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Project Summary
Cottesloe Beach is an iconic destination. It’s used
widely to promote Western Australia to the rest of
the world and each year, more than 580,000 people
visit Cottesloe Beach.
The Indiana Tea House is a very famous land mark.
It is photographed widely and its image is
synonymous with Perth. While famous, the building
itself requires a great deal of attention. The things
that make Cottesloe Beach so attractive to so
many, the sand and ocean, have taken their toll on
the building. With the original core of the building
now more than 30 years old, the building is also
without many of the facilities expected of a modern
tourism attraction.
The Town of Cottesloe compromises approximately
7,500 people. With more than 580,000 visiting the
beach every year from around Australia and the
rest of the world, expecting the residents of
Cottesloe to maintain a facility of this kind, without
assistance, is not realistic.
The works now required to make this iconic building worthy of its surrounds again, will cost $4.7 million.
The Town has held discussions with the current lease holder and representatives of the State
Government. Both have provided initial indications that this project will be supported. The remainder of
the Business Case is predicated on that support being received. If the support does not eventuate, a
revised Business Case will need to be presented for community feedback.
The building needs to be befitting of its location. Incorporated into the facilities needs to be an area that
local residents can congregate, enjoy a relaxed meal or to bring friends and family to for a fine dining
experience. The facilities on offer for beach users need to be first class and needs to cater for all users
and ability levels.
The project will see a marked improvement in the functionality and presentation of the building itself. It
will ensure that the building is able to be used for its intended purpose for the next generation and as
such will continue to provide an iconic land mark on Western Australia’s coastline.
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Cottesloe Beach
According to Surf Life Saving WA, Cottesloe Beach has an average of 581,600 visits in months from
September to April each year. With only 7,500 residents, it is clear that a large majority of the people
accessing Cottesloe Beach are visitors – from local, interstate and overseas locations.
The following has been taken from Tourism WA’s website:

COTTESLOE BEACH
Perth's iconic Cottesloe Beach is as pretty as a picture. It's one of the city's most popular spots for swimming,
snorkelling, surfing and drinking in ocean sunsets over a glass of wine, a refreshing beer or a relaxed dinner.
'Cott', as it's affectionately known, can be reached by car, bus or train from Perth. Take the 15 minute drive from
the city, hop on the regular Transperth buses, or jump on the Fremantle train line and enjoy a pleasant 600 metre
walk to the beach from Cottesloe station.
What makes it a favourite among Perth's 19 sensational white sand beaches is its many charms. Shady Norfolk
Pines, smooth terraced lawns and pristine sands offer the perfect setting for a lazy afternoon or family day out.
A buzzing boulevard of restaurants, cafes and bars is the place to be seen enjoying a beachside breakfast, lunch,
dinner, sunset drinks or a lively Sunday session.
Crystal clear waters and consistent swell make it a regular hangout for swimmers, body boarders and surfers, while
the rocks and reefs invite snorkellers to hit the water too.
In March, you'll also see Sculpture by the Sea transform the foreshore into the most incredible outdoor gallery
space.
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Project Background
Site History
The Indiana Tea House was completed in 1995 –
and was the last significant development of the
site that has had facilities of varying forms since
the early 1900’s, with the original Indiana Tea
House first noted in 1910. In 1929, the Centenary
Pavilion was constructed on this site and replaced
the original Indiana Tea House. In 1982, the Original Indiana Tea House (circa 1920)
Centenary Pavilion was demolished following
advice that the foundations of the building had become unstable. It was replaced by the Cottesloe Beach
Pavilion in 1983. By the early 1990’s, there was a growing call for the facilities to be expanded, as the
Pavilion was not meeting community expectations.
In 1994, a proposal was received from a consortium of people, led by Laurie Scanlon, to redevelop the
site into the current Indiana Tea House.
From the photos and drawings on record, it
can be seen the most of the 1982 pavilion
was repaired and kept, with the restaurant
and other features being added to the
facility.
To quote from Cottesloe: A Town of
Distinction “Speaking on behalf of the
chosen developer, Greenport Nominees Pty
Centenary Pavilion 1933
Ltd, architect Laurie Scanlon informed
Councillors: “We are trying to create a development that looks like it has been there for 40 or 50 years
and sits comfortably in the bay”, adding ‘the intent has always been to develop something the
community and Council could be proud of.’ Most
people would agree that, despite the controversy
that followed, the ideals have been met and that
the present much photographed Indiana
Teahouse not only recaptures Cottesloe’s past,
but has introduced a certain ambience to a
significant beachfront area which since the
Cottesloe Beach Pavilion 1983
demise of the jetty and old Centenary Pavilion
has lacked character.”
Unfortunately, the keeping of parts of the 1983 pavilion is now having a significant impact on the
provision of services from the current facilities. The facilities are now more than 30 years old and do not
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meet modern standards. Further, the area east of the 1983
pavilion was open when designed and constructed – but with
the addition of the second story and access to it, much of the
openness was lost – which has impacted on the viability of
the kiosk and the overall ambience of the area. In essence,
the area has become unwelcoming and burrow like, rather
than the open and inviting space it was intended to be.
Basis for existing lease arrangements
The lease of the current facility is, by necessity, what is
known as a ground lease. A ground lease effectively transfers
the entire land area to the Lessee for the time of the lease. It
gives total control of the buildings and structures on the land
to the Lessee.
The original Lessee submitted a proposal to repair and
extend the facilities at their cost, in return for a 21 year lease. The rent payable under the lease was
based on the unimproved value of the land at that time and was only subject to CPI increases for the
initial term of the lease. These conditions are not unusual where the Lessee takes on the costs of
developing the site and where the Lessor is not able to provide capital funds – as was the case in 1994
for the Town.
Unfortunately, the wording of the lease did not provide the Town with any real ability to control the
level of service provided from the facility – a fact that has been widely reported in recent times. Again,
the formation of the lease was set against a back drop of the Lessee providing the funds to undertake
the repairs and redevelopment. In this context, it was assumed that having provided the significant
capital required, the Lessee would assume responsibility for providing a high class facility in order to
protect their investment.
While the arrangements with Greenport were initially satisfactory, the relationship between the Town
and Greenport soured. There was a court action regarding an extension of the lease, which was
ultimately settled in favour of Greenport. The Lease extension provided two additional terms of 15 years
and 10 years, effectively extending the lease from its initial end date of August 2016, to August of 2041.
It’s worth noting that had the original Lease been left in place, the current lease would expire in August
2016.
Nevertheless, the Town and the Lessee are tied by a lease that was intended to allow the facility to be
constructed, rather than providing a lease for a commercial premise on an ongoing basis. There are also
the issues surrounding the fact that the lease covers public areas, such as grassed terraces and public
ablutions. This situation is not ideal for either the Lessee or the Lessor.
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Current Situation
Public Facilities
The entire site is in need of an overhaul. The plans and drawings on record show that much of the 1983
Pavilion was retained, and this includes the surf club boat shed, the public ablutions, kiosk and much of
the ground floor external areas. These facilities are now 30 years old and do not meet modern
requirements. Further, these facilities were designed and built at a time when a second floor and
terracing above the facilities was not contemplated. These additions have had an adverse impact on the
facilities, in both ambience and practical levels, where things such as ventilation and access were
diminished.
Restaurant and Kiosk (commercial areas)
The restaurant part of the facility was designed and constructed in 1994 and 1995. This part of the
building is now 20 years old and can no longer be considered modern. Much has changed in the
entertainment industry in that time and the interaction of the facility with the surrounds needs
addressing.
The kiosk is located under the restaurant, between the two sets of public toilets. With terracing above it
and sight lines from Marine Parade obstructed, it no longer operates well as a kiosk. Further, times and
tastes have changed, with many visitors now expecting more than the current kiosk can offer.
Facade
The exterior of the building now has corrosion and staining in many places. However the building itself
remains one of the most photographed buildings in Western Australia. It is used for everything from
insurance advertisements, the welcoming of public arts displays, to promoting Western Australia to the
rest of the world. It is an iconic building that still proves more popular than many more recent and lavish
developments along the Western Australian coast.
Marine Parade and Foreshore Area
The Town is aware that the condition of public infrastructure on Marine Parade and within the
foreshore area requires attention. The Town has a Foreshore Redevelopment Program and is currently
working on breaking the overall plan into sections that can be then implemented in stages. The section
of Marine Parade adjacent to the Indiana site, Car Park 1 on Marine Parade and the Terrace Area
adjacent to Car Park 1 are included in the first section of the Foreshore Redevelopment Plan. A detailed
design phase for the areas will begin shortly.
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Works Already Undertaken
Discussions with current Lessor
The Town and the Lessor (Indiana Tea House Pty Ltd / Red Rock Leisure) have been in discussions over
the lease for several months. In essence, the current lease needs to be surrendered and new lease set in
place. The new lease would be a “lease of a commercial space” rather than a “ground lease”. In order to
deal with the complications of the redevelopment, the lease will be replaced in a two stage process.
Firstly, an Agreement for Lease (AFL) will be entered into. This document will outline the terms of the
new lease that will commence when the redevelopment project is complete. The AFL will also contain
the terms on which the current lease is being surrendered, outline who is responsible for which parts of
the redevelopment as well as containing the details of the redevelopment, such as interim management
of the facilities while redevelopment is occurring.
The second stages is the new lease which commences when construction work is completed. The new
lease will be for the commercial spaces within the facility. The remainder of the facility and surrounds
will revert to the control of the Town.
As the Town is required to advertise a Business Plan prior to entering into any agreement or undertaking
for a disposition, a separate Heads of Agreement has been written. The HOA outlines what the parties
have agreed will be in the AFL and Lease, however, it has been drawn up in such a way by the Town’s
Solicitors, that it allows for public consultation on the arrangements prior to the agreement being
finalised.
Detailed building inspection
The Town has engaged a suitably qualified engineering consultancy to undertake a detailed building
inspection of the Indiana Tea House. Due to the age of the original core of the building and the way in
which the additions to the building were made, it was anticipated that some remedial works would be
required.
The purpose of engaging such a consultant is twofold. Firstly, under the current lease arrangements the
Lessee is responsible for all building maintenance and repairs, however this project will see
responsibility for the overall building return to the Town. As a part of the due diligence required for this
project, an independent assessment of any outstanding or existing building issues was needed.
Secondly, the Town will use an open tender process to engage a suitably qualified contractor to
undertake the improvement works. As a part of that tender process, the Town will make an assessment
of the current condition of the building and make that assessment available to those parties that wish to
submit a tender. Having the assessment made by an independent contractor will add some weight to it
in the event of a dispute.
The assessment completed indicates that overall the building is in good condition, and does not require
any major structural works. There are a number of areas that do require some works, and these have
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been listed in the attachments. While the full assessment is not a part of this document (due to size) it is
available for inspection at the Town of Cottesloe Administration Centre.
Concept Designs
Two architects have been involved to date in the development of the concept plans, as attached in
Appendix 1. Simon Rodriguez, from RBA has been engaged by the Town to specifically look at the
redevelopment of the public facilities. He was worked closely with Danny Jones, who has looked at the
commercial aspects of the design on behalf of the Lessee.
The design work has only progressed to the point of concept designs. However, this is seen as a major
milestone in that it allows for three essential functions to be completed. Firstly it allows the works to be
estimated. Following this, funding and support for the project can be ascertained. Thirdly, the concept
designs can then be used to allow consultation to take place.
Costings
The Town has used the detailed concept plans as the basis for acquiring first run costing. The original
costing came in at over $8,000,000 – a figure that was outside of the budget for the project. The
architect then revised plans and works with the quantity surveyor and the costs were able to be reduced
to $4,700,000.
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Assistance being sought
As mentioned earlier in this document, the vast majority of people accessing Cottesloe Beach each year
are not Cottesloe residents. As such, it is believed to be inappropriate that Cottesloe ratepayers pay for
the entire upgrade. Further, as there would be a commercial benefit from the upgrade, it was also
thought appropriate the Lessee make a contribution to the upgrade itself.
State Government
At this stage, the Town is seeking support from the State Government for approximately one third of the
overall cost, being $1,775,000. Given the iconic nature of the beach, the number of visitors it attracts
and the role it plays in promoting Western Australia to the rest of the world, the contribution is seen as
reasonable by the Town.
Initial contact with State Government representatives has been positive and we are proceeding with
project on the basis that some level of funding will eventuate. If the funding is not forthcoming, a
revised business case and impact assessment will need to be provided for public comment.
Current Lessee
The current Lessee has agreed to contribute approximately $1,300,000 to the project. A portion of this
will be provided directly to the Town prior to works commencing. The remainder represents the costs of
finishing the works required, which will be undertaken by the Lessee.

The graph below provides a representation of the overall funding position.
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Community Consultation
There are two components the Town is now seeking submissions on, being the Concept Designs and the
Business Plan as presented in attachments 1 and 2. Below is a brief summary of each.
Concept Designs
The concept designs are attached in Attachment 1 and the Town is seeking feedback on them. The
concept plan has not yet progressed to the detailed design stage, so at this stage we are not able to
provide every detail of the project. Depending on the outcome of the consultation, and specifically, any
feedback received on the concept design, the concept designs may be updated prior to progressing to
detailed design stages.
The detailed designs would need be made available as a part of any Tender process that may occur as a
result of this project. The Town will endeavour to release the detailed designs prior to tendering for
construction works.
Business Plan
Due to the size and cost of the project, community consultation is essential and mandatory. The Local
Government Act 1995 requires that a local government prepare a business plan, advertise it and seek
public submissions on the plan, prior to any major trading undertaking or land transaction taking place.
While the Act refers to the document as a business plan, the requirements of the Act reflect more of an
impact assessment than a business plan.
The Act specifies 5 areas that must be covered by the business plan. These areas are covered on pages
13 to 19 (Attachment 2). While the remainder of the document is not required under the provisions of
the Local Government Act, the Town is still actively seeking feedback on the entire document to allow us
to proceed in the most open and transparent manner possible.
The revised lease arrangements have also been included in this Business Plan for public comment. While
the current Lessee has a lease until 2041, the new lease will see responsibility for the building and
surrounds returned to the Town, which will involve additional costs to the Town. Given recent public
concerns regarding the ablutions and the many requests for the Town to take responsibility for the
public facilities, it is important that the community understands the ongoing costs of taking on such
facilities from the outset.
The costings included in the Business Plan are based on the concept plan attached. While we have
included some detail as to what they are, to allow the community to provide informed feedback, the
detailed costing have not been released, primarily to keep the document to a manageable size. The
detailed costings are available for inspection at the Town of Cottesloe Administration Centre.
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Attachment 1 ‐ Concept Plans
<insert A3 concept plans>
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Attachment 2 ‐ Business Plan
When considering large commercial transactions or major land transactions, Council is obliged to follow
the relevant provisions of the Local Government Act. In this particular case, the relevant section of the
Act is section 3.59, which states;
3.59
(2)

(3)

Commercial Enterprises by local governments
Before it —
(a)
commences a major trading undertaking; or
(b)
enters into a major land transaction; or
(c)
enters into a land transaction that is preparatory to entry into a major land transaction,
a local government is to prepare a business plan.
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.

While the Act refers this document as a “business plan” in nearly every aspect, but particularly where
Council is contemplating a disposition, it more closely resembles an “impact assessment” than a
business plan.
This section of the document provides the formal assessment of the matters listed above, and forms the
statutory part of the business plan. As required by the Act, the Town is requesting feedback on the
matters contained below, however, we are also seeking feedback on the matters contained in the
remainder of the document.

Town of Cottesloe

Business Plan – Indiana Tea House Redevelopment

13

Summary of Costs
The Town has engaged Slattery to provide indicative costs for the project. These costs are shown on the
table below, grouped according to the party that will be asked to cover that cost. These are capital costs
only, the operating costs to the Town are specified below.

State Government Contribution
1
2
3

4

Works to new male and female toilets and ablutions,
including side terraces and ventilation works
Installation of lift (universal access) in the forecourt area
and associated works
Improvements to the surf club Boatshed and Boatshed
forecourt areas, including an ATV ramp (also suitable for
universal access to beach)
Works to Marine Parade, including upgrade of dual use
path, repositioning of PTA bus stop and removal of car
bays
TOTAL

$760,000
$340,000
$400,000

$275,00

$1,775,000

Town of Cottesloe
5
6
7
8
9
10

Installation of stair well and replacement of paving in
forecourt area
Works to the area between current Indiana and Marine
Parade, including lawn terraces and new deck
Professional fees (engineering consultants, public
consultation and other consultants as required)
Design Fees and contingencies
Construction allowances (legal fees and contingencies)
Escalation of costs (based on 18 months)
TOTAL

$410,000
$600,000
$285,000
$119,000
$119,000
$135,840
$1,668,840

Indiana Tea House Pty Ltd
11
12
13
14
15
16

Works to new Kiosk and Bar
Works to refurbish front facade and entry
Maintenance to existing structures and plant
Professional Fees (commercial space)
Design Fees (commercial space)
Construction fees (commercial space)

$550,000
$200,000
$250,000
$120,000
$50,000
$50,000
TOTAL $1,220,000

The total cost of the project is estimated at $4,663,840 and is expected to take 18 months to deliver. All
of the costs above are exclusive of GST.
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The expected effect on the provision of facilities and services by the local
government
The Town does not currently provide ablution facilities at Cottesloe Beach. As a result of past
arrangements, the ablutions are provided by a commercial operator who leases the land required for
the facilities from the Town.
Under the proposed arrangements, the Town will become the provider of the public facilities at
Cottesloe Beach. The cost of providing these facilities is partly offset by the increased rent revenue that
will be derived from the facility, with the remaining costs to be accounted for within the Town’s annual
budget. These additional costs have already been factored into the Town’s Long Term (10 year) Financial
Plan.
The proposed project, as shown in the concept plans, does change the footprint of the current building
and relocates the kiosk up to the same level as Marine Parade. This will result in a change in the public
areas that are currently a part of the leased land, however, the effect is considered minor in nature.
The improvements included in the lower level are expected to assist in the provision of surf life saving
services at Cottesloe Beach. It will do this by providing easier access to the beach level for equipment
and improved first aid facilities.
As the land is already leased, the overall increase in costs allowed for in the LTFP and the changes in
public spaces are relatively small, the project is not expected to have any material impact on the
provision of services and facilities provided by the local government, aside the improvement in public
ablutions at Cottesloe Beach.
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The expected effect on other persons providing facilities and services in the
district
As the land in question is already leased and there are no changes to the range of products and services
provided, there are no perceived negative impacts on other people providing facilities and services in
the district.
The increase in the size and quality of public ablutions is expected to have a positive impact on beach
users and in turn, a positive impact for any group or organisation providing events or activities from this
location.
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The expected financial effect on the local government; and
There are two components to the financial effect on the local government, being the capital costs and
operating costs.
The capital costs are detailed in the summary above are not repeated here. In essence the capital costs;





Total $1,668,400 on current costings;
Would be paid for using reserve funds set aside for this purpose;
Are accounted for in the Town’s Long Term (10 year) Financial Plan; and
Would not require any new loan funds to be taken out.

As a result of the project, the Town would assume the responsibility for the management of the public
facilities at Cottesloe Beach. The Town has sought indicative quotes on the costs of cleaning and
maintaining such facilities and it is anticipated that these services will cost in the order of $80,000 to
$110,000 per annum. This amount would be affected by;
 The level of service that would be asked for by the Town under such a contract
 The method used to engage the staff/contractors required
 Changes in employment law, awards or other economic factors
 Levels of usage
Administration staff would use all means available to minimise the ongoing costs of these operations
and these costs have been factored into the Long Term (10 year) Financial Plan.
This project would also see responsibility for the structural maintenance of the building return to the
Town. As the building would be completely refurbished, it is not expected that any major items would
be required in the term of the current LTFP and Asset Management Plans. However, beyond the 10 year
term, it is anticipated that this facility will require maintenance, which will need to be factored into
future Asset Management Plans and Long Term Financial Plans.
The changes in the lease arrangements will also see an increase in the lease payments that the Town
receives. The tenant will pay approximately $55,000 more per annum in lease fees. The lease fees will
increase by CPI for the first 15 year term. If the tenant then chooses to exercise their remaining 10 year
option, a market review of rent will be undertaken and rents adjusted to the market value at that time.
Overall, there is expected to be a small net increase in costs to the Town as a result of this project. The
increase is accounted for in the Long Term (10 year) Financial Plans.
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The expected effect on matters referred to in the local government’s current
plan prepared under section 5.56; and
The Town is required to prepare two plans under section 5.56 of the Local Government Act, being the
Strategic Community Plan and the Corporate Business Plan. Underpinning these two plans are three
further plans, being the Long Term Financial Plan, Asset Management Plan and Human Resources Plan.
The Town’s Strategic Community Plan lists a number of strategies that will be positively impacted by this
project, being;
Priority Area 1 – Protecting and enhancing the wellbeing of residents and visitors
Major Strategy 1.5 –

Continue to improve access and inclusion of aged persons and those with
disabilities.

Priority Area 3 – Enhancing beach access and foreshore
Major Strategy 3.1 –

Implement the ‘Foreshore Redevelopment Plan’ in consultation with the
community.

Major Strategy 3.2 –

Continue to improve beach facilities

The capital costs of this project and the increase in operating costs associated with it have been included
in the Long Term Financial Plan. As the project is included in the planning documents and its costs
allowed for in the underpinning strategies, it is not expected to have any negative impact on the Town’s
ability to achieve the remaining projects and strategies listed in the plans mentioned in section 5.56 of
the Local Government Act 1995.
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The ability of the local government to manage the undertaking or the
performance of the transaction; and
Administration staff have undertaken thorough research on the impact this project will have on the
Town’s resources. There are two areas of the overall project where specific skills and experience will be
required, being the construction works involved and the establishment of the new lease agreement.
With regards to the construction works, the Town will be engaging an architect and project manager to
oversee all aspects of the design, approval and construction works required by the project. The costs of
engaging the additional expertise has been accounted for in the project costs. The remainder of the
project oversight will be provided by the Town’s Administration staff.
The Town will engage its solicitors to oversee the development of the new lease agreement. The costs
associated with the implementation of the new lease are covered within the Town’s Long Term Financial
Plan.
Despite the engagements mentioned above, it is anticipated that the project will require a significant
amount of time and attention from Administration Staff and the Elected Council. This may prevent other
significant projects from being able to be undertaken at the same time.
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