MT HERSCHEL DEVELOPMENT

Mt Herschel and the proposed new hotel development

In 2003, the State Government accepted 101 recommendations from a Taskforce that looked
into a sustainable future for Rottnest Island. The Taskforce identified a lack of sufficient
accommodation options for the fully-catered, upper end of the tourism market, and for the
conference market. It was acknowledged that any new development would need to be
sympathetic to the existing Island environment and infrastructure.

The Rottnest Island Authority, at the request of the Taskforce, undertook extensive
market research to provide information about what Western Australians would like to
see made available.

The results of this research indicated that 88% of respondents who were overnight visitors
thought additional accommodation in on Rottnest Island was a good thing for the Island, or
recognised the need for and supported limited development. 93% of nonovernight visitors,
including those who did not currently come to Rottnest, agreed that additional development
was a good thing, or recognised the need for and supported limited development. The majority
of respondents felt that any accommodation development should fit within the existing
Rottnest ethos. The Rottnest ethos refers to maintaining the essential qualities that make
Rottnest Island Western Australia's favourite holiday island.

In November 2005 the State Government announced plans to develop a new hotel on Rottnest
Island at the Mt Herschel site under the State's Landbank initiative. Mt Herschel was selected
for this development as being the most suitable site for a 120 room hotel. It is a 20 hectare site
situated 1.5 kms from the Thomson Bay settlement area, overlooking Longreach Bay but not
situated on the beach. It is currently a degraded, bituminised water catchment area.

Four hectares of the Mt Herchel site will be leased for new hotel development, the remaining
16 will be revegetated and rehabilitated, restoring the area to its natural beauty.

The process
The process to establish new hotel accommodation on Rottnest Island has taken some time.

Here is a brief history of the process:

Rottnest Island Authority commissioned a New Development Impact on Utilities study
by Norman Disney & Young.

The importance of maintaining the special Island "feel" or ethos has been captured in the
Guidelines for Sustainable Development on Rottnest Island. Established in June 2006 these
Sustainability Guidelines were provided to key stakeholders for input, and set the foundations
and criteria for all future development on the Island.

The Sustainability Guidelines are available on the RIA website: www.rottnestisland.com.



http://www.pdfonline.com/easypdf/?gad=CLjUiqcCEgjbNejkqKEugRjG27j-AyCw_-AP

On 28 June the Government publicly called for expressions of interest (EOIs) from developers
to establish the new hotel. The Sustainability Guidelines provided the blueprint for the
prospective developer's submissions. An evaluation panel assessed the EOI applicants
recommending that the Rottnest Island Authority invite three of the EOI applicants to proceed
to full tender stage. Tender applications closed on 17 November 2006.

On 10 January, the Government announced the preferred proponent, and commenced further
negotiations and preparation of concept plans for release for public comment.

On 24 January the Rottnest Island Authority opens a 4 week public comment period from 24
January to 21 February 2007.

The preferred proponent
The preferred proponent for the development is a consortium, the principal partner being the
Western Australian company, Broadwater Hotels & Resorts.

Broadwater Hotels & Resorts has tourism properties in Como, Busselton, Dunsborough, the
Margaret River wine region, Kalgoorlie and Geraldton.

Broadwater is a respected brand name within the tourism industry and is well known for

prime locations and unique architectural style. Broadwater Hotels and Resorts
adherence to the Sustainability Guidelines in the tender submission was one of the most
important considerations in the selection of this group as the preferred proponent.

The benefits to Rottnest Island of the new hotelevelopment

1) The research undertaken in 2004 indicated that there are many Western Australians
who used to visit the Island - and have stopped coming because of the lack of choice of
more comfortable, short-stay accommodation, especially in the ballot periods. There will
now be a new accommodation choice alternative.

2) The proposed site is already degraded - having been bituminised many years ago as a
water catchment area. With desalination now producing up to 80% of the Island's water
needs, and a borefield providing the remainder of the Island's water requirements, the site
is both an eyesore and redundant. The new development will revitalise the area and also
ensure 16 hectare at Mt Herschel will be revegetated and rehabilitated, restoring the area
to its natural beauty.

3) It will contribute to the overall commercial viability of the Island through providing additional
income. This income will also help to ensure that we can keep prices as low as possible at
the budget end of the accommodation choices.

4) The new hotel will provide conference and related facilities as well as short-stay, fully
serviced getaways that will attract visitors in the winter months. Existing businesses on the
Island support this opportunity for them to earn a viable income throughout the year.

5) The new hotel will provide alternative cafe/restaurant facilities for all Rottnest Island
holiday makers to enjoy.
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The Island is not being privatised
The development is on a leasehold basis only and will revert to the Rottnest Island Authority
on completion of the lease period.

Increased numbers of visitors to Rottnest Island

The development is not expected to increase overall numbers on the lIsland by any
significant amount. 500,000 visitors already come to the Rottnest each year, around 320,000
of these arriving by ferry or air taxi. Many current visitors are not able to stay overnight
particularly during the peak times. The development will have 120 rooms resulting in an
estimated maximum of 350 people able to stay overnight. Existing capacity on the Island is
around 2,500 beds a night. The new development will add an estimated additional 14% to
the number of beds available on Rottnest Island.

Impact of the new development on utilities

An impact study has been conducted by Norman Disney & Young which concluded that with
the exception of a slight increase in power generation (5%), existing water and sewage
treatment capability is sufficient to cater for the new development.

Increased vehicle movements

The Norman Disney & Young report confirms that the existing shuttle bus service which goes
to Geordie, Fays & Longreach Bay every 20 mins in summer has unused capacitY that will
cater for expected increases in visitors resulted from the new hotel development.

Tourism  versus holidays for Western

Australians

The additional accommodation on Mt Herschel is available for Western Australians as well as
interstate and international tourists. However in line with existing tourism trends in this State,
the majority of guests are likely to be from Western Australia. Any injection of international
and interstate funding into the Island will benefit Rottnest Island by contributing to the
economic sustainability of the Island and its existing businesses.

Have your say

The public comment period is from 24 January to 21 February 2007. Comments
provided in relation to the concept plans are most welcome and all will be considered by the
RIA and its advisors when refining the detailed designs with the preferred proponent. While
all comments and suggestions will be considered, no commitment is given as to the use of all
or any of the comments provided and neither the RIA or its advisors are under any obligation
to include any suggestions or comments that are provided in the final outcome.

At the conclusion of the public comment period a Review Panel will review all the comments
received. The panel will comprise representatives from Rottnest Island Authority, LandCorp,
Tourism Western Australia, the Government Architect, and an independent probity auditor.

You can provide comment by email via the Authority's www.rottnestisland.com or  website:
write to PO Box 693, Fremantle WA 6959.
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