DENARAU CORPORATION LIMITED 

Denarau Community Hall

2.35pm Wednesday 30 January 2008

PRESENT:

Martin Darveniza (Residential precinct)



Shane Cunning (Hotel precinct)



Mark Rice (Hotel precinct)

Greg Cornwall (Golf Terraces)

Kevin Cains

Andrew Cunningham (Residential precinct)

Bob Lyons (Residential precinct)
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Waisea Tuidraki (Golf & Marina precinct)
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Jackson Mar (Hotel precinct)

Andrew Naylor

Greg Gunton

Dino Matsis




Justin Philips




Brian Legge, 




Vijay Naidu




Robert Cohen

PART 1
PRELIMINARY GENERAL MATTERS

1. General Matters

1.1
MD welcomed and introduced GG replacement for S Andrews. 

MD announced his resignation and advised that he will be commuting from Brisbane as and when required.  VN’s name was put forward from Tabua to take up the directorship roles on DCL and DREL.

MD commented on some issues

· Integrated Resort Structure – the legislative regime for the smooth operation of the integrated resort was not in place. DCL is a private company, and companies are designed to make a profit and distribute that profit to shareholders. A private company is not ideal for the body corporate; however DCL has served its purpose well.

· There has never been a formal vote of board members as it has always been possible to reach consensus without reverting to a formal vote.  This was a positive situation as it meant all participants at the Board meeting had an opportunity to contribute and it didn’t matter whether they were official board members or not.

· Unlike similar organisations overseas, notably Sanctuary Cove, DCL had, up until this point in time, run at minimal cost and had primarily been run by volunteers, whose time had not been 100% dedicated to the company. 

· KC and RC were thanked for their contribution to DCL over an extended period of time. 

· TIL had been a generous developer and had developed a world class resort

· Martin advised there are a number of challenges facing the company and it needed to ensure that it had invested in roads, water, sewerage and electricity.
Kevin Cairns gave a vote of thanks to Martin and stated that if it was not for Martin the island would not be what it was today.

MD excused himself from the meeting.

Vijay Naidu introduced himself to everyone. VN had been TIL’s CFO for the past five years. VN also gave a vote of thanks to Martin for the work over the years he had done for the benefit of the island.
BLyon advised that there had been a series of neighbourhood meetings that had addressed a series of neighbourhood issues. 

The first issue was that of Board representation for the residents that had not been adequately addressed. BLyon called for the board of DCL to be reconstituted
A second issue was that of infrastructure. These issues had been around for too long and still had not been properly addressed. It was the resident’s position that these matters should have been resolved before the first block of land had been sold.  The residents were calling on the cessation of all future development until such time as the infrastructure issues had been adequately resolved. Of particular concern were the proposed development of golf condos and the laundry.  The residents were also calling for a new environmental study to be carried out.  He mentioned that these matters had the unanimous support of all the residents.

BLyon stated that the lack of debate that was seen by MD as a strength was in fact a weakness of the Board.
The comments by BLyon were seconded by RH. 
VN stated that in respect of the residents representation on the board of the DCL, the DREL it is a subsidiary company of TIL. VN stated that he wanted to meet with the residents. VN stated that the golf condos project was purely in the planning stage and it was hoped that all the infrastructure issues could be properly resolved.
The minutes of the previous meeting was reviewed.
RESOLVED:
That the minutes of the meeting of 12 September 2007 be adopted




(Moved: Greg Cornwall; Seconded: Andrew Naylor)

PART 2

2.2
Financial matters 

BLyons – asked what the status of the DCL audited accounts was. RC stated that the accounts were still with the auditors. KC and cried as to whether they was any time frame given to the auditors for the finalization of the audit. RC advised that no time frame had been given. This would be raised with the auditors. 

RH inquired as to whether there had been any approval of the application by Hilton for the development of “the residences”.

AN stated that the application had been reviewed and it had been decided that the development would be relocated.

RH expressed concern that the residences had been sidelined in the approval process.  RH advised that it had been agreed at the last meeting that a representative of the residents would be part of the Development Review Committee (DRC).

KC (acting as a representative of the developer) advised that a number of questions had been raised with Denarau Investments Limited and these had been satisfactorily answered.
RH advised that no correspondence had been given to the residents at all in respect of this development proposal.
JM advised the building of the bure had not been approved. Quotations for this cost would need to be obtained.
AN advised the fencing along the southern boundary of the island had been delayed due to a shortage of materials. This problem has now been resolved.

RH advised that the shuttle buses appear full. However it was not residents that were using the buses but hotel guests and staff.  

BLegg advised they were problems with the current system of operating the shuttle buses. In particular, some of the buses were operated by the land owning community whilst others were operated by DCL. 

It had been suggested at the finance subcommittee meeting that DCL take over full responsibility for the operation of the shuttle buses. This would be a temporary measure until the operation of the shuttle buses had been resolved.

The operation of the transit center was contingent upon the successful implementation of the transportation scheme for the entire island. It was accepted that the main concern was who would pay for the operation of the shuttle buses.

SC stated that the shuttle buses did contribute positively to the guests experience.  However the largest beneficiary of the shuttle bus operation was clearly the Port Denarau Retail Centre. SC pointed out that many integrated resorts do not have this form of transportation system available.  SC did not believe many staff used the shuttle buses.  BLegg advised that on many occasions hotels had requested the use of the shuttle buses for private hotel functions.
SC advised that the hotel was a net loser as most users of the buses were leaving his hotels and heading towards the Port Denarau Retail Centre.
JM stated that they were risk and liability issues associated with the operation of the shuttle bus service.
RH stated that the residents did not want the shuttle buses. 

It was agreed that the cost of operating the shuttle bus service should be met by the largest beneficiary or on a user pay system and that a cost / benefit analysis showed that be undertaken. This analysis could be done by the new CFO.
KC indicated that this is one instance where an integrated resort approach should be adopted as it contributed significantly to the integrated resort experience of guests.

It was agreed that the finance sub- committee would review the operation of the shuttle buses and make a recommendation to the next board meeting.

VN advised the NFA would like to meet DCL Board and an invitation would be sent to them to meet the board at the next meeting.
2.3
Island Condition

GG indicated that the island was in a messy condition after the recent cyclone.  GG advised that only a few trees had suffered damage and they were a few drainage issues but by and large there was no major structural damage suffered.
SC requested that when they was a problem on the island that the problem should be directed to a central location.  The most logical group to address the problems was Denarau Services. The contact details for Denarau Services are as follows:
Telephone: 9994237

Email: denarauservices@denarau.com
MR gave an overview of the recent meeting of the finance subcommittee. The minutes of the meeting were included in the board papers.
Matters discussed included:
- 
Controls over expenditure

-
the appointment of a new CFO

- 
2008 budget deferred & reviewed

-
operation of Denarau shuttles 

-
spending limits 

-
ownership of Navakai sewerage (KC advised that PWD owned the piping up to the pumping station.  The piping from the pumping station was owned by one or more Denarau entities).
2.3
Sinking Fund 

RC advised that a sinking fund had been established and was being built up to allow for certain expenditure such as the acquisition of land and buildings to house the Denarau Services operations and to repair landscaping in the event of a cyclone.

RC advised that there had been significant success in the recovery of long outstanding residential debtors due primarily to the efforts of BLegg.
The meeting was advised that BLegg was now being employed directly by DCL and no longer by Matrix.  Details of the L’s salary package were discussed.

The capital expenditure requirements for the island were considered.  It was agreed that Denarau Services should put together a capital expenditure budget for the next 1, 3 and 5 years. It was agreed that the road maintenance works should be included in the capital expenditure budget.
The outstanding claims by the hotels for accommodation supplied during BFTE was discussed.  It was hoped this matter would be resolved shortly.
The requirement for the costing of Denarau Services projects to be reviewed by the finance subcommittee chairman was also discussed and agreed.

2.4
Construction matters  

AN reviewed the minutes of the previous Denarau Review Committee meeting.
RH requested that a timeframe be established for a representative of the residential precinct to be nominated to the DRC. It was agreed that a representative would be appointed within the next one month. 
AN advised that the Denarau Review Committee has been granted authority to approve houses that comply with the requirements established for the island. No such delegated authority has been granted in respect of noncompliant residents or other building projects. 
AN advised that the next meeting of the DRC would be held on the 19 February 2008. 
2.5
Engineering Committee Update

AN advised that the major issues that need to be addressed by the engineering committee are the water, sewerage and beach erosion issues.

AN further advised that the proposed public private partnership (PPP) had not progressed very far since the last meeting.  There was general discussion on the proposed public private partnership and what alternate arrangements should be put into place in the event that PPP did not proceed.

VN suggested that this was a matter that the new CFO could review.  KC indicated that the total cost of the project would be approximately $3,500,000.

The engineering subcommittee was requested to make a recommendation to the board at the next meeting in respect of the proposed upgrade to the water system.  In the meantime VN would continue discussions with Westpac Bank in respect of the proposed PPP.

KC indicated that the works required in respect of the sewerage upgrade were very different and should not be considered as part of any PPP arrangement.

There was general discussion regarding the proposed replacement of sand on the Westin Beach it was agreed that the parties concerned, namely Sofitel, Hilton and Starwood should meet to discuss this matter further.
The capital expenditure budget for the first quarter of 2008 was $177,000. This capital expenditure comprised $100,000 for sewerage and $77,000 for a manitou.
2.6
Construction Sites

There was general discussion on the aesthetics of the island.  It was noted that the security guard huts at each of the residential neighborhoods were not appropriate and should be replaced with something more permanent and pleasing to the eye. It was agreed that each neighborhood association would look into this matter. 

It was noted that the transit center was currently on hold pending the outcome of the shuttle bus operation issue.  It was noted that a decision needed to be made on the transportation issue and it was agreed that a recommendation would be put forward by the finance subcommittee at the next meeting.

WT suggested that a transport sub-committee be established.  It was agreed that the finance subcommittee would undertake the work of this sub-committee. 

AN advised that Cardo’s old restaurant building was still located within the residential precinct.  Final plans on how this building was to be utilized had yet to be received. 

2.7
Security 

BLegg advised that the residential beach was being used by LOC members.  It was Brians recommendation that the Helipad gate be locked at all times. 

BLegg advised that there had been four (4) burglaries in The Links.  It was suspected that these burglaries had been committed by employees while the premises were vacant.  It was agreed that all owners would be advised of the offer by Brian to access residents’ premises when vacant to ensure security was maintained.

A question was raised as to whether Road 4 included a public easement in the lease.  It was agreed that a title search be undertaken to ascertain whether such an easement exists.

BLegg outlined the security manning levels included in the 2008 budget. Brian advised there had been a couple of additional positions included (such as the guard at the public beach and the addition of an additional operator in the control room. BLegg advised there had been increases in the rates for certain guards however it was proposed there should be no increase in the total security budget over the 2007 levels.

Brian advised that the water patrol boat had sunk during the cyclone and that an insurance claim would be made.

BLyons gave an update of the recent meeting at The Cove.  Approximately nineteen (19) people attended this meeting, demonstrating increased interest in the operations of Denarau.  This was a recognition by the owners that they were responsible for their own destiny. 
One concern of the residence was the proposed charging for parking at the Port Denarau Retail Center.  VN advised that negotiations were continuing on this matter and should be resolved shortly.
2.8
Destination Denarau

There was general discussion about Destination Denarau and it was noted that since the departure of Scott Campbell very little had been done.  It was suggested that GC should attempt to bring about the reactivation of the committee.

WT advised a new LOC committee had been formed.   WT advised that he was working with the chiefs to ensure that only one body represented them as this was important to ensure there was no confusion and that trust was maintained. 


There being no other business, VN closed the meeting at 4.35pm

