q :COM |magine it Bass Coast S_hire Counpil and Mornington
Delivered. Peninsu la Shire Counci |

13-Feb-2018

Cowes to Stony Point Car
Ferry

Full Business Case




AECOM Cowes to Stony Point Car Ferry tFull Business Case

DRAFT

Cowes to Stony Point Car Ferry

Full Business Case

Client: Bass Coast Shire Council and Mornington Peninsula Shire Council
ABN: 30096357149

Prepared by

AECOM Awustralia Pty Ltd

Level 10, Tower Two, 727 Collins Street, Melbourne VIC 3008, Australia
T +61 3 9653 1234 F +61 3 9654 7117 www.aecom.com

ABN 20 093 846 925

13-Feb-2018

AECOM in Australia and New Zealand is certified to ISO9001, 1ISO14001 AS/NZS4801 and OHSAS18001.

© AECOM Australia Pty Ltd (AECOM). All rights reserved.

AECOM has prepared this document for the sole use of the Client and for a specific purpose, each as expressly stated in the document. No other

party should rely on this document without the prior written consent of AECOM. AECOM undertakes no duty, nor accepts any responsibility, to any

WKLUG SDUW\ ZKR PD\ UHO\ XSRQ RU XVH WKLV GRFXPHQW 7KLV GRFXPHQW réqDirgmenisth@d SUHSDUHG EDV
AECOMY{V H[SHULHQFH KDYLQJ UHJDAEEOM RarDr&agon&bly WeleRp@dtedtokhiake in accordance with sound professional

principles. AECOM may also have relied upon information provided by the Client and other third parties to prepare this document, some of which

may not have been verified. Subject to the above conditions, this document may be transmitted, reproduced or disseminated only in its entirety.

13-Feb-2018
Prepared for +Bass Coast Shire Council and Mornington Peninsula Shire Council +ABN: 30096357149



AECOM

Cowes to Stony Point Car Ferry tFull Business Case

DRAFT

Table of Contents

Table of Contents
Executive Summary

1.0 Problem
1.1 Project background
1.2 Definition and evidence of the problem
1.3 Timing considerations
1.4 Consideration of the broader context
2.0 Benefits
2.1 Benefits to be delivered
2.2 Importance of the benefits to Government
2.3 Value Creation and Capture (VCC)
2.4 Interdependencies
3.0 Response options
3.1 Method and criteria
3.2 Strategic interventions
3.3 Recommended response option
4.0 Project options analysis
4.1 Project options considered
4.2 Stakeholder identification and consultation
4.3 Social impacts
4.4 Environmental and planning impacts
4.5 Traffic assessment
4.6 Economic impacts
4.7 Financial analysis
4.8 Risk comparison
4.9 Interdependencies
4.10 Uncertainties
4.11 Integrated analysis and options ranking
5.0 Deliverability of recommended solution
5.1 Details of recommended solution
5.2 Commercial and financial
5.3 Management
5.4 Delivery
Appendix A
Investment management outputs
Appendix B
Detailed project option costs
Appendix C
Planning and environment report
Appendix D
Traffic assessment
Appendix E
Economic report
Appendix F
Ferry operating costs
Appendix G
Financial data presentation
Appendix H
Check list and sign off
13-Feb-2018

Prepared for +Bass Coast Shire Council and Mornington Peninsula Shire Council +ABN: 30096357149

o UlUlkFE W

12

14
14
23
26
26
27
27
27
31
32
32
44
46
49
52
53
57
61
62
63
63
66
66
66
72
74



AECOM Cowes to Stony Point Car Ferry tFull Business Case 1

DRAFT

Executive Summary

This business case seeks to create an iconic touring route that would connect Mornington Peninsula

DQG 3KLOOLS ,vODQG ZLWK WKH *UHDW 2FHDQ 5RDG DQG *LSSVODQG
significant tourism regions. The touring route concept would build on the successful Great Ocean

Road touring model, which currently receives 13 percent of the Victorian overnight touring market

compared to around one percent for touring visits which take in both Phillip Island and Mornington

Peninsula combined. This 333 kilometre touring route would provide a unique experience in the

Australian context in terms of the number and diversity of attractions within a single circuit and without

the need to pass through a major city. It would be comparable to world class vehicle touring

experiences such as the Coastal Circuit Route in British Columbia (564 kilometres and two ferries) and

the Wild Atlantic Way in Ireland (2,500 kilometres and a single ferry).

In particular, this project will:

X  Support the development of a touring route which will increase overnight stays and tourism spend
in Mornington Peninsula Shire and Phillip Island

x  Develop a broader Victorian touring route that will enable tourists to travel from the Great Ocean
Road to Phillip Island and onto Gippsland without the need to pass through Melbourne

X  Provide an alternative vehicle route for Phillip Island residents to reach the mainland for
employment, services and recreational opportunities

X  Provide an alternative route to and from Phillip Island in the event of emergencies and road
closure.

The delivery of a Cowes to Stony Point Car Ferry Service would provide the missing link for a globally
competitive, continuous coastal touring route that links Victoria's iconic tourism regions of the Great
Ocean Road, Mornington Peninsula, Phillip Island and broader Gippsland through to Sydney
(Melbourne to Sydney Coastal Drive). This link will build on the natural, historical, cultural and
hospitality attractions that the State can offer. For Mornington Peninsula Shire and Phillip Island, there
are substantial economic and employment benefits associated with being connected to a major touring
region, stretching from the Great Ocean Road to Lakes Entrance. This touring route would bring
substantial new visitor spend and investment, and would represent a truly iconic, unique experience
for domestic and international visitors.

This project has support from Bass Coast Shire and Mornington Peninsula Shire, and is strongly
supported by the tourism sector in both regions. The Victorian Tourism Industry Council and
Destination Gippsland both consider the car ferry to be a priority project.

Why the project is needed now: the problems and benefits of resolving them
The car ferry concept was predicated on resolving three problems. These were:

x  Problem 1: A fragmented and seasonal view of tourist opportunities across the broader region
forces visitors to select some destinations over others +Mornington Peninsula Shire and Phillip
Island have a high proportion of day visitors, with poor road connectivity between the two regions
and a lack of a touring route inhibiting longer stays for touring visitors

x  Problem 2: Many residents are excluded from a range of social and economic opportunities,
exacerbating regional disadvantage +the Western Port side of Mornington Peninsula Shire and
segments of Phillip Island experience social and economic disadvantage

x  Problem 3: An isolated Phillip Island during incidents will impede emergency services ability to
respond in an appropriate and timely manner +Phillip Island residents can be isolated from the
mainland as a result of road incidents or congestion, which reduces or temporarily impedes
access to and from the Island.

By addressing these problems, there are three key benefits that are expected to be realised. The car
ferry would result in additional regional economic growth and investment, driven by higher levels of
visitation, longer stays and higher expenditure. This will drive additional economic opportunities
through existing businesses, and encourage investment in new businesses.
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A second benefit would be to enhance the inclusiveness and productivity of Phillip Island and the
Western Port side of Mornington Peninsula. The car ferry would open up additional employment,
recreational and other opportunities for residents in both communities.

A further benefit will be to enhance the safety of the Phillip Island community, through the
development of a second vehicle route to and from the Island. Vehicle congestion, road accidents or
extreme weather events can cut access from Phillip Island to the mainland, resulting in lost
productivity and a temporary inability to access education, health or other services.

Project options

Four project options were identified and assessed as part of this business case, in addition to the base
FDVH uGR QRWKLQJY VFHQDULR

X  Project Option 1: a vehicle ferry service established between Stony Point and Cowes, with the
Cowes terminal and pier being developed on the current site of the Cowes Yacht Club

X  Project Option 2: a vehicle ferry service established between Stony Point, Tankerton (French
Island) and Cowes, with the Cowes terminal and pier being developed on the current site of the
Cowes Yacht Club

X  Project Option 3: a vehicle ferry service established between Stony Point and Cowes, with the
Cowes side requiring passengers to embark/disembark at the existing Cowes jetty, and vehicle
embarkation/disembarkation at the site adjacent to the Anderson Boat Ramp

X  Project Option 4: a vehicle ferry service established between Stony Point and Cowes, at a site
immediately to the west of Mussel Rocks.

The options assessment assumed a ferry with maximum capacity for 300 passengers, 30 private
vehicles and 2 coaches or heavy vehicles. The design of each option aimed to avoid the need for
dredging, although this will ultimately be determined during the detailed design phase.

A bridge from Stony Point to Cowes was considered, but the distance (8 kilometres), environmental
challenges and the need to cross a shipping channel meant that the cost was prohibitive.

Each option was assessed against the base case in terms of:

x  Planning and environmental impacts and requirements zall project options were found likely to
require a series of approvals (e.g. Coastal Management Act 1995). None of the options are likely
to have triggers for a referral to an Environment Effects Statement process

X  Social impacts +these were assessed in terms of impacts on recreational facilities and spaces,
access to essential services, and community amenity

x  Traffic impacts *the traffic assessment found that traffic generated at the proposed terminal
options can be accommodated in terms of traffic movement and parking

x  Economic impacts zall options would generate an economic return to the two regions, with the
largest economic impact being generated under Project Options 1 and 4. Economic returns over
30 years in Net Present Value (NPV) terms were estimated at $93.3 million for Project Options 1
and 4, and $75.2 million for the other two options. Economic and employment impacts by project
option are outlined below.

Table 1 Economic and employment impacts by project option

Project Option 1 Project Option 2 Project Option 3 Project Option 4

Economic impact ($m) $93.308 $75.209 $75.209 $93.308

Employment (first year of 278 241 241 278
operation)

X  Additional benefits were derived from avoided vehicle operating costs, that being the reduced
costs associated with vehicles (private cars and coaches) using the ferry service instead of
traveling by road to Cowes. The reduction in distance travelled resulted in estimated benefits of

13-Feb-2018
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$12.3 million (NPV terms over 30 years) for Project Options 1 and 4, and $5.4 million over 30
years for the other project options.

Total costs and benefits are compared below. All options are compared to the base case.
Table 2 CBA, project options, NPV over 30 years"

Project Option 1 Project Option 2 Project Option 3 Project Option 4

Component $m $m $m $m
NPV total benefits $105.618 $80.563 $80.563 $105.618
Total NPV costs $75.054 $112.148 $68.528 $63.350
Net benefits $30.565 -$31.585 $12.035 $42.268
BCR 1.41 0.72 1.18 1.67

Project Option 4 was identified as the preferred option. The total capital cost of this option is estimated
at $80.3 million in nominal terms ($57.6 million in NPV terms). This option demonstrated the most
favourable Benefit Cost Ratio (1.67), could generate the most favourable financial return to the ferry
operator, and would avoid areas of community concern at the Anderson Boat Ramp and the Cowes
Yacht Club and Tankerton. Concept sketches for Project Option 4 are illustrated below.

Figure 1  Stony Point, jetty and terminal  concept

13-Feb-2018
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At Cowes, the ferry would use a new jetty and terminal built immediately to the west of the carpark at
Mussel Rocks. This would avoid the need the relocation of the yacht club. This would include a jetty,
small terminal building and bus marshalling area. The jetty has been designed to accommodate two

lanes of traffic (in addition to a safety lane), to avoid the need for landside car marshalling.

Figure 2 Jetty and terminal adjacent to Mussel Rocks (1 Cowes), jetty and terminal concept

13-Feb-2018
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1.0 Problem

1.1 Project background

Bass Coast Shire and Mornington Peninsula Shire, located to the Southeast of Melbourne, are well
established holiday destinations for Victorians and visitors. Phillip Island (located within Bass Coast
Shire) and Mornington Peninsula contain unique mix of attractions including fauna (such as the iconic
Penguin Parade at Phillip Island), beaches, food and wine, and (on Mornington Peninsula) geothermal
springs and spas.

In the 2016 Victorian Visitor Economy Strategy, the State Government clearly identified tourism as
having major economic potential in the future, and acknowledged the need for the State to invest in
strategic assets to support tourism growth, particularly in regional Victoria.

Bass Coast and Mornington Peninsula Shires are steadily growing Local Government Areas (LGAS).
In the 2016 census, Bass Coast Shire registered a population of 32,804, while Mornington Peninsula
Shire reported 154,999 residents. A map of both shires is illustrated below.

Figure 3 Mornington Pen insula and Bass Coast

Mornington
Peninsula §
Shire

Phillip®
Island

Source: AECOM

Tourism is an important industry in both LGAs, with Phillip Island being the most popular destination
within Bass Coast Shire. Phillip Island experienced steady growth in tourist numbers during the period
2012-17:

x  Domestic overnight visitors increased from 777,000 to 873,000, representing an annual average
growth rate of 3.0 percent

x  Domestic daytrip visitors increased from 1.06 million to 1.36 million, representing an annual
average growth rate of 6.3 percent

X  International overnight visitors increased from 28,000 to 54,000, representing an annual average
growth rate of 17.8 percent.

13-Feb-2018
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The six year visitation trends for Phillip Island are illustrated below.
Figure 4  Visitation segments, Phillip  Island, 2012-17
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Source: Victorian tourism data, DEDJTR (2017)
Visitation to Mornington Peninsula has also grown steadily between 2012 and 2017:

x  Domestic overnight visitors increased from 1.19 million 1.42 million, representing an annual
average growth rate of 3.6 percent

x  Domestic daytrip visitors increased from 4.05 million to 4.68 million, representing an annual
average growth rate of 3.0 percent

x  International overnight visitors increased from 36,000 to 61,000, representing an annual average
growth rate of 11.0 percent.

The six year visitation trends for Mornington Peninsula are illustrated below.

Figure 5 Visitation segments, Mornington Peninsula Shire, 2012-17
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Source: Victorian tourism data, DEDJTR (2017)
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The tourism industry is a key employer in both LGAs, accounting for more than 2,100 jobs (around 19
percent of total employment) in Bass Coast Shire? and 3,166 tourism sector jobs in Mornington
Peninsula Shire (7.5 percent of total employment).3 Supporting the growth and development of tourism
is, consequently, critical for the economic and social wellbeing of both LGAs.

Both shires are seeking to improve the economic and employment benefits of tourism. This can be
achieved by both an increase in tourist numbers (quantity) as well as an increase in average visitor
yield (quality).

The Phillip Island San Remo Visitor Economy Strategy 2035 (2016) found that the region was facing
significant challenges to growing its tourism sector, including a reliance on day trip (rather than
overnight) visitation, declining spend per visitor, traffic and congestion issues, and an inability to
adequately address the growing importance of touring. Touring refers to the concept of people
traveling from place to place for a holiday, rather than staying in a single destination. A key action
identified in the strategy was to move away from a reliance on low yield day trippers to higher yield
overnight stays, which would require a more appealing product for the touring market. Similarly, the
Mornington Peninsula Region Destination Management Plan (2012) developed by the Mornington
Peninsula Regional Tourism Board (MPRTB) focuses on increasing visitor yield (average spend and
duration of stay), rather than simply additional visitor numbers, and aims to enhance visitation
outcomes during off-peak tourism periods.4 The rationale or this focus is consistent with the objectives
of the Management Plan, which recognise the need for tourism to be developed in a manner which is
sustainable for the community, business and the environment.

:LWK WKH DERYH LQ PLQG WKH 6WUDWHIJ\ FRQFOXGHG WKDW WKH GHYFE
Phillip Island with the Mornington Peninsula would be critical in driving improved overnight stays and

visitor yields. A Phillip Island-Mornington Peninsula touring route would have the additional advantage

RI SURYLGLQJ DQ LFRQLF WRXULQJ OLQN EHWZHHQ WKH *UHDW 2FHDQ &
touring destination) to Phillip Island and Gippsland (including : LOVRQ TV 3 U, BiQo#laRd \

Lakes and Lakes Entrance), without the need to travel through Melbourne. This concept is illustrated

below.

Figure 6 Concept for a tourist loop, accessible by private vehicle
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Gippsland Lakes
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=3

Geelong"
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Sorrento

GOR:
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Inverloch

Inverloch to Wilson’s Promontory:
79.7km, 1h drive

Wilson’s Promontory

Source: EarthCheck

The delivery of a Cowes to Stony Point Car Ferry Service would provide the missing link for a globally
competitive, continuous coastal touring route that links Victoria's iconic tourism regions of the Great

2 Economic impact of tourism in the Bass Coast Shire, www.business.basscoast.vic.gov.au
% http://www.economyprofile.com.au/morningtonpeninsula/tourism/employment
* Mornington Peninsula Region Destination Management Plan (2012)
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Ocean Road, Mornington Peninsula, Phillip Island and broader Gippsland through to Sydney

(Melbourne to Sydney Coastal Drive). This link will build on the natural, historical, cultural and

hospitality attractions that the State can offer. For Mornington Peninsula and Phillip Island, there are

substantial economic and employment benefits associated with being connected to a major touring

UHJLRQ VWUHWFKLQJ IURP WKH *UHDW 2FHDQ 5RDG WR :LOVRQYV 3URP
substantial new visitor spend and investment, and would represent a truly iconic, unique experience

for domestic and international visitors.

This Full Business Case (M E XV L Q H Y BuilB<0W B fange of work undertaken on the concept of a
vehicle ferry between Stony Point (Mornington Peninsula) and Cowes (Phillip Island). The concept
envisages a ferry link that would facilitate tourist and resident movement between the Mornington
Peninsula and Phillip Island, operating in a manner similar to the car ferry between Queenscliffe and
Sorrento. The business case draws on a range of previous studies, including

X Mornington Peninsula Access and Mobility Study: Final Transport Plan (2007)
X  Stony Point +Cowes Vehicular Ferry Project +Consultation & Research Summary (2009)
X  Stony Point-Cowes Vehicular Ferry Project: Economic Impact Assessment (2010)

X  Scenario planning for the Western Port Bay Region: Final report of the Phillip Island scenario-
planning workshop (2014)

x  Phillip Island Integrated Transport Strategy, 2014
x  Phillip Island and San Remo Visitor Economy Strategy 2035, 2016

This business case considers the tourism, connectivity and other challenges facing Bass Coast Shire
and Mornington Peninsula Shire, and identifies a solution to address these challenges.

1.2 Definition and evidence of the problem

Three problems were identified in an Investment Logic Map (ILM) workshop held on 31 August 2017.
These were:

x  Problem 1: A fragmented and seasonal view of tourist opportunities across the broader region
forces visitors to select some destinations over others

x  Problem 2: Many residents are excluded from a range of social and economic opportunities,
exacerbating regional disadvantage

X  Problem 3: An isolated Phillip Island during incidents will impede emergency services ability to
respond in an appropriate and timely manner

These are explored below.

Problem 1: A fragmented and seasonal view of tourist opportunities across the broader region
forces visitors to select some destinations over others

Tourism is an important sector for the Victorian economy, with Visit Victoria estimating that tourism
contributed $23.3 billion to Gross State Product in 2015-2016, accounting for 6.2 percent of the total.”

The benefits of tourism are not, however, equally spread across the State. Mornington Peninsula and
Phillip Island, while high profile destinations, attract far fewer visitor nights (both domestic and
international) than the most popular regional destination, the Great Ocean Road (GOR). Data from
2017 shows that:

X  While GOR attracted 2.06 million domestic overnight and 220,000 international overnight visitors
in 2017, Mornington Peninsula attracted only 1.42 million domestic overnight and 61,000
international overnight visitors. In the same year, Phillip Island attracted only 873,000 domestic
overnight and 54,000 international overnight visitors:

® http://www.tourism.vic.gov.au

13-Feb-2018
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X By contrast, Mornington Peninsula attracted substantially more domestic day visitors than GOR
(4.7 million day trippers compared to 2.8 million in 2017). Phillip Island attracts far fewer day
visits, with just over 1.36 million in 2017.

Data also indicates that GOR is stronger in terms of overnight visitors. In particular:
X Mornington Peninsula attracts only 68.7 percent as many domestic overnight visitors and
X  42.4 percent as many international overnight visitors as GOR, but hosts more day visits

x  Phillip Island attracts only 27.8 percent of domestic overnight visitors compared to GOR, and only
SHUFHQW RI *259V LQWHUQDWLRQDO RYHUQLJKW YLVLWRU QXPEF

Data is illustrated below.

Figure 7  Visitation categ ories, Mornington Peninsula and Phillip Island, relative to GOR, 2017
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Source: Victorian Regional Tourism Satellite Accounts (2017)

The Phillip Island and San Remo Visitor Economy Strategy 2035 notes that average spend per visitor
(day trippers and overnight visitors) is $157, compared to $185 which is the average for regional
Victoria. This reflects the high dependence on day trippers compared to other parts of regional
Victoria.

Data from 2017 DOVR LQGLFDWHYV WKDW ERWK UH Jispe@dtopareditdGOR/LQJ RXW T |
Average spend for overnight visitors at GOR was $422 per trip in 2017, compared to the equivalent

average of $328 in Mornington Peninsula and $402 in Phillip Island. If both regions could lift domestic

overnight visitor spend to the same as GOR, this would equate to additional direct spend of

$134.3 million per annum for Mornington Peninsula and $17.9 million per annum for Phillip Island (a

total of $152.2 million in all). Workings for this assessment are outlined in the table, below.

Table 3 Visitor spend 'gap, Mornington Peninsula and Phillip Island (2017)

Data Mornington Peninsula Phillip Island
Average overnight visitor spend (per trip) $328 $402
Spend per overnight visitor at GOR $422 $422
Difference between GOR and region $95 $20
1R GRPHVWLF RYHUQLJKW YLV 1,416 873
7TRWDO SRWHQWLDO pORVVTY RI $134.334 $17.868
13-Feb-2018
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In addition to lower average overnight visitor spend, Mornington Peninsula and Phillip Island
experience a high proportion of day visitors, which yields significantly less in tourist spend compared
to overnight tourists. For instance, day visitors to Mornington Peninsula spent an average of $82 in
2017, compared to an average of $114 per day for overnight visitors. For Phillip Island, the respective
amounts were $88 and $134.

Poor connectivity between the two regions discourages visitors from combining both destinations into

DQ HHIWHQGHG ORQJHU WRXULQJ KROLGD\ 7KLV O&mMMNipRdamd AW RXULQJ UF
Remo Visitor Economy Strategy 2035 as a major impediment to increasing overnight visitor stays and

visitor yields. Reversing this trend would benefit both LGAs, particularly if it was accompanied by

longer average stays.

Both Mornington Peninsula and Phillip Island experience significant seasonality in tourism visitation,
which causes road network congestion during peak periods (especially in Summer), and this reduces
the attractiveness of both destinations for day trippers, and decreases time and money spent at
attractions. Data highlights the seasonal nature of tourism to both destinations, both of which are
subject to greater seasonality than the regional Victoria average:

X  Both regions experience peak overnight visitation in the month of January, with 19 percent of all
visitors present on Phillip Island and 18 percent present in Mornington Peninsula at this time. This
contrast with a peak for regional Victoria as a whole in that month of 14 percent of all visitors

X Mornington Peninsula Shire experiences an overnight visitor trough of 4 percent in May, and 6
percent of visitors in April and July-August. For Phillip Island, low points in visitation occur in July
(3 percent), August (4 percent) and May (6 percent). By contrast, regional Victoria as a whole
experiences only 6 percent of total overnight tourists in July, but no other months account for less
than a 7 percent share.

This degree of seasonality in Mornington Peninsula and Phillip Island is suboptimal from an economic
point of view. This seasonality means that infrastructure is poorly utilised at certain times of year and
over-utilised at others. This had an adverse impact on business profitability during non-peak visitor
seasons and on employment opportunities. As well, there is a need to disperse visitation in both
regions, to reduce development and visitation pressure on some destinations (particularly in
Mornington Peninsula Shire).

Problem 2: Many residents are excluded from a range of social and economic opportunities,
exacerb ating regional disadvantage

Both Mornington Peninsula and Bass Coast Shires are characterised by a divergent mix social and
economic advantage, with some areas being highly advantaged and others being highly
disadvantaged.

Both Phillip Island and the Western Port side of Mornington Peninsula Shire are considered to have
relatively high levels of disadvantage:

x  Phillip Island, with only one road connection to the mainland, combined with the effects of
seasonal business cycles results in instances of social and economic disadvantage for residents.
In particular, Phillip Island residents lack access to jobs and various services and amenities that
are more accessible to residents of Mornington Peninsula, which has a larger population and
convenient access to Melbourne via road and train. These could include health care, secondary
and tertiary education opportunities

X  The Western Port side of Mornington Peninsula Shire, clustered around Hastings, is isolated from
the main visitor areas of the Shire, and is therefore missing out on economic opportunities
resulting from tourism growth.

The figure below illustrates areas of relative social disadvantage in Bass Coast and Mornington
Peninsula Shires. This index, development by the Australian Bureau of Statistics, incorporates
indicators such as unemployment, income levels, education and skill levels, and the proportion of
people in low rent housing. A higher score (on a scale from 0 to 9) indicates a higher level of relative
social advantage. Conversely, a lower score indicates a higher level of social disadvantage. The figure
highlights the disparities within both Bass Coast Shire and Mornington Peninsula Shire. It shows that:

13-Feb-2018
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X  There are high levels of social advantage in the South of Mornington Peninsula (Red Hill
southwards), at the tip of the peninsula and in other pockets. By contrast, high levels of
disadvantage are concentrated on the Western Port side of the Shire, concentrated around
Hastings and Stony Point

X Bass Coast has high levels of social advantage in the rich farmland in the centre of the Shire. On
Phillip Island, there are high levels of social disadvantage around Cowes, Rhyll and Newhaven.

Figure 8 Index of relative social disadvantage  (SEIFA)

Legend
SEIFA decile

Source: Australian Bureau of Statistics (SEIFA)

Problem 3: An isolated Phillip Island during incidents will impede emergency services ability to
respond in an appropriate and timely manner

Connected to mainland Victoria by a single bridge, Phillip Island and its residents are vulnerable to the
effects of natural disasters and physical events that require emergency access. In particular, events
that render Phillip Island bridge unusable could cause prolonged distress and unsafe environments for
Phillip Island residents, due to the isolating nature and limitation of emergency vehicle access.

Phillip Island is characterised by relative isolation from the mainland, in the sense that there are
currently only two transport links:

x  Phillip Island Road, which provides the only road-based link from San Remo to Newhaven, and is
the only link which provides for vehicles to move on or off the Island

X  The existing passenger ferry service from Stony Point to Cowes.

7KH ODFN RI DOWHUQDWLYHY PHDQV WKDW 3KLOO b&, M bBiigg&h4V WUDQVS
ability to cope during times of stress or in an emergency. The route between San Remo and Phillip

Island already experiences severe congestion in summer and at other peak times. Under long-term

growth projections for both resident the population and visitors, the San Remo-Newhaven Bridge will

be inadequate for longer periods of the year, not just in the peak tourist times. Estimated increases in

the permanent and the tourist population increases as shown in the following table.

13-Feb-2018
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Table 4 Forecast permanent population and tourism increases on Phillip Island, 2017-2036
Type 2017 2036 Average growth
(%p.a)
Permanent population6 10,638 14,052 15
Tourism numbers’ 1,800,000 3,500,000 3.6

An example of what can happen when major traffic incidents occur at Phillip Island is illustrated by the
situation that took place on 28 January 2017. On that day, two major crashes occurred on the Island,
the first on Back Beach Road in Cowes and the second on Phillip Island Road on the bridge from San
Remao. In the first incident, one man was airlifted to Royal Melbourne Hospital in a critical condition,
while two other men were taken to the Alfred Hospital and Dandenong Hospital via road. In the second
incident, vehicles banked up as far as Bass, 15 kilometres from the scene.” In another incident in
2013, one woman died and two men, one in a critical condition and the other with minor injuries, were
flown to the Alfred Hospital and driven to Wonthaggi Hospital, respectively. In this incident, road
access to Phillip Island was blocked for more than five hours, with cars banking up to Bass.’

At an engagement session with the community in Bass Coast Shire in January 2017, the isolation of
Phillip Island the lack of alternative road connections was identified as a major issue. Community
feedback included suggestions for improved road access to Phillip Island, improved traffic
management in case of incidents, and wider roads to better access services such as Wonthaggi
Hospital.

Similarly, VicRoads public consultation about Phillip Island Road also received strong feedback,
among them the regarding the need for improved and safer access to/from the Island. Suggestions
included widening the existing bridge or building a second bridge, and noted the congestion and
delays that occur during peak times such as the Motorcycle Grand Prix. Consultation also noted that,
in addition to improving the existing bridge, Phillip Island Road from San Remo to the Bass Highway
would also need to be upgraded and duplicated.

These comments highlight how susceptible Phillip Island is in a critical emergency with the current
single lane road transport option to/from the Island. Residents see a second link to relieve congestion
and provide an alternative in emergencies as critical for amenity, safety and quality of life. This
perspective has been supported in a letter from the Emergency Management Commissioner.

1.3 Timing considerations

Timing is an important consideration for this project. Acting soon will alleviate the problems evidenced
above and help to mitigate future exacerbation of regional disadvantage experienced by Hastings and
Phillip Island. Upgrades to Phillip Island Road are expected to ease peak season congestion however
this will not be a complete long-term fix and is only part of the problem for Phillip Island in the short-
term. It will also secure more certainty in employment sectors which are tourism dependent, through
dispersing visitors more evenly throughout the year, and reduce the reliance on casual and seasonal
unemployment.

1.4 Consideration of the broader context
Mornington Peninsula Shire and Phillip Island are important tourist destinations.

Both regions attract a large number of visitors, but tis visitation tends to yield less spending than the
State average. Overall, visitors to regional Victoria visitors provide less daily spend than visitors to
Melbourne. For instance, average domestic overnight visitor spend in regional Victoria in 2017 was
$363 per trip, compared to an average of $558 for Victoria. Similarly, average international overnight

® Forecast.id. http://forecast.id.com.au/bass-coast

” VicRoads https://engage.vicroads.vic.gov.au/phillipislandroad/news_feed/project-background

8TheAge, UODMRU GHOD\V DIWHU FUDVK RQ 3KLOOLS ,vODQG EULGJHY -DQXDU\

®+HUDOG 6XQ W5RDG LQWR 3KLOOLS ,VODQG UHRSHQV DIWHU KRUULILF IDWDO FUDVK WK
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visitor spend in the same year was $1,026 for regional Victoria per trip compared to $2,709 for the
whole of Victoria.*

The ferry project has strong support from within the local tourism sector. Destination Gippsland, the

Regional Tourism Board for Eastern Victoria, has identified the Cowes-Stony Point car ferry project as

its priority infrastructure project to increase visitation to the region.** Similarly, as part of its 2018

Budget Submission to the State Government, the Victorian Tourism Industry Council (VTIC) has

identified the car ferry project as one of its priorities for infrastructure investment.*? VTIC considers that

WKH IHUU\ VHUYLFH ZRXOG *HQDEOH WKH FUHDWIPRQomRdryiQhd FRQLF WRX
Great Ocean Road and present a significant opportunity for Victoria to generate further spend from
YLVLWDWLRQ’

10 viictorian Tourism Statistics, June 2017, DEDJTR
! Gippsland Tourism Strategic Direction 2013-2018
12 Victorian Tourism Industry Council, VTIC 2018 State Budget Submission
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2.0 Benefits
2.1 Benefits to be delivered

Three benefits were identified in a Benefit Management Plan (BMP) workshop held on 31 August
2017. These were:

1. Regional economic growth and investment (60%)

2. A more inclusive and productive community (20%)

3. A safer community (20%) These are described below.
Benefit 1: Regional economic growth and investment

Tourism is an important industry sector for regional Victoria. The economic contribution and potential
of tourism to Victoria as a whole is recognised by the Government, and the Premier has noted that
SXOWLPDWHO\ PRUH WRXULVP LQ R Xphpokuniizs\fot oBripE&AIM*PRUH MREV DQG

In 2015-16, tourism contributed directly and indirectly to $5.9 billion of regional Victorian Gross State
Product (GSP), representing 6.7 percent of overall Gross regional product (GRP). This is a
significantly higher proportion than Melbourne, where tourism directly and indirectly accounted for 5.4
percent of GRP in the same year.

Both Mornington Peninsula and Phillip Island have a greater dependence on tourism compared to
either Melbourne or the regional Victorian average. In Mornington Peninsula, tourism directly and
indirectly accounted for 6.9 percent of GRP, while the sector accounted for 17.4 percent of GRP in
Phillip Island. GRP data is outlined below.

Table 5 Tourism, direct and indirect contribution to GRP, 2015 -16

Category Regional Victoria Melbourne Peh:;rsrldrl]:tgnhire Phillip Island
Tourism GRP ($m) $5,929 $15,334 $700 $311
Total region GRP ($m) $87,871 $286,564 $10,108 $1,787
Tourism as % GRP 6.7% 5.4% 6.9% 17.4%

Similarly, the importance of tourism is reflected in employment composition in both Mornington
Peninsula and Phillip Island. Tourism related employment (direct and indirect) accounts for 7.8 percent
of employment in Mornington Peninsula and 22.6 percent of employment in Phillip Island, compared to
6.0 percent in Melbourne. Employment data is outlined below.

Table 6  Tourism, direct and indirect contribution to regional employment, 2015 -16
. o Mornington o
Category Regional Victoria Melbourne Peninsula Shire Phillip Island
Total tourism employment 68.9 126.8 8.4 35
VY
Total region employment 886.4 2107.7 108.3 155
VYA
Tourism as % of total 7.8% 6.0% 7.8% 22.6%

Given the important contribution that tourism makes to both regions, interventions to support both
higher levels of tourism and additional visitor yield are critical to the future prosperity of Mornington
Peninsula and Phillip Island. As noted in Section 1.2, if domestic overnight visitor spend could be

'3 Victorian Visitor Economy Strategy (2016) Victorian Visitor Economy Strategy, pg 4. Online:
economicdevelopment.vic.gov.au/ data/assets/pdf.../Visitor_Economy_Strategy.pdf. Accessed 22/09/17
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raised at or above the GOR average, this would provide an additional $152.2 million in direct spend
into both regions each year, which would contribute to broader GRP and employment outcomes. The
benchmark of the Victorian regional per capita visitor spend has been identified as it represents a
measurable, achievable target in the short to medium term (up to 10 years). Ideally, spend per capita
would be greater than the Victorian average, although this is likely to take some time and will depend
on the ultimate mix of new visitors to both regions.

The development of extended of touring routes is a global tourism trend, and there are a number of
examples worldwide which have proven to be important contributors to regional and national
economies. Several case studies are outlined below, for Canada, Ireland and Norway. Each of the
touring routes presented forms a key part of each national and/or regional tourism strategies, and
recognises that independent vehicle travel is a key market segment.

Table 7 Case studies, touring routes

Touring route Description

Coastal Circle Route, British ~ The Coastal Circle Route is a 564 kilometre long circuit that takes in the Salish
Columbia Sea and Vancouver Island. Key attractions include natural landscapes and fauna,
local artists, food and hospitality offerings and cultural history (including native
American). The tour incorporates two car ferry journeys. Visit British Columbia
recognises the touring and road trip market as a key part of its product focus.™
Key visitor and economic outcomes include:
X In 2014, Vancouver Island region received 4.4 million overnight visitors who
generated C$1.77 billion in direct spend*®
X Visitors made 11.1 million ferry trips in the region (2014).

The Wild Atlantic Way, This is a 2,500 kilometre touring route that takes in the west coast of Ireland.

Ireland JHDWXUHV LQFOXGH MGLVFRYHU\ SRLQWVY DQG
and Shannon County. Key attractions comprise a rich mix of natural attractions
and historical sites.

This is a new initiative, and the Wild Atlantic Way brand was only established over
the last decade. The importance of this brand and its potential is recognised by
J)iLOWH ,UHODQG ,UHODQGYV 1DWLRQDO 7RXULVP
committed 2 P WRZDUGYV GHYHORSLQJ WKH :LOG $WOD

Helgelandskysten, Norway Touring is a well-established form of tourism in Norway, and the Helgelandskysten
is a 433 kilometre long tourist route which stretches across the Arctic Circle from
Godgystraumen to Holm, across the Arctic Circle. The route focuses on natural
attractions, including mountains, glaciers and the coast. The route contains six
ferry trips, three of which are vehicle ferries.

This business case represents an opportunity for Victoria to develop a globally competitive coastal

touring route, which can build on the natural, historical, cultural and hospitality attractions that the

State can offer. For Mornington Peninsula and Phillip Island, there are substantial economic and

employment benefits associated with being connected to a major touring region, stretching from the

*UHDW 2FHDQ 5RDG WR :LOVRQTV 3URPRQWRU\ 7KLV WRXULQJ URXWH Z
spend and investment, and would represent a truly iconic, unique experience for domestic and

international visitors.

In addition to attracting higher visitor yields, another component of this benefit would be the dispersal
of visitors across regional Victoria, and attenuation to the high level of tourist seasonality. Currently,
Mornington Peninsula and Philip Island are highly dependent on visitors from Melbourne during
summer and school holidays. The development of the link between Stony Point and Cowes, and the
impact it would have on creating a coastal tourism route as far as Gippsland, would attract a new
market of touring visitors including interstate and international visitors, as well as those who would be

!4 Destination British Columbia, Corporate Strategy 2017/18-2019/20
'3 Destination British Columbia, Vancouver Island Regional Tourism Profile
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attracted to out of season visits (e.g. retirees). It is the increased attraction of the touring market that
would reduce season tourism variations.

Advantages of these benefit outcomes would be:

X  Better all year round use of existing infrastructure, with less need to develop infrastructure to cope
ZLWK RQFH D \HDU YLVLWRU uSHDNVY

X  More widespread dispersal of the economic and employment benefits of tourism across regional
Victoria

X $Q RSSRUWXQLW\ WR WUDQVLWLRQ WRXULVP IURP D uVHDVRQDOT LQ
enhanced employment and economic security for local communities.

Regional Victoria generally has a higher level of visitor seasonality than Melbourne, and Mornington
Peninsula and Phillip Island experience visitor seasonality higher than the regional Victorian average.
In particular:

X Mornington Peninsula receives 34 percent of visitors in Summer (18 percent in January alone),
compared to 21 percent in Winter

x  Phillip Island receives 34 percent of visitors in Summer (19 percent in January alone), compared
to just 14 percent in Winter

X  Melbourne, by contrast, receives 22 percent of visitors in Summer compared to 26 percent in
each of the other seasons.

Visitation percentages for the highest and lowest season for each region, Melbourne and regional
Victoria are outlined below.

Figure 9 Visitor seasonality

40%
350 34% 34%
- 30% 289
2 26%
©
B 2% 22% 21%
5 20% 20%
2 20% -
14
% 15% - 14% —
s
S 10% - 8% |
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Melbourne Regional Victoria Mornington Phillip Island
Peninsula
B Peak season Lowest season Difference

Source: Business Victoria, tourism market profiles 2014

7KLY GDWD GHPRQVWUDWHY WKDW ZKLOH OHOERXUQHYV YLVLWRU SURI
the year, Mornington Peninsula and Phillip Island experience high peaks and troughs in visitation. This
can lead to high levels of casual employment, and an unwillingness to invest in expensive assets that
may not have the likelihood of being highly utilised all year round. As noted earlier, the creation of
major touring route including Mornington Peninsula and Phillip Island will open up these regions to a
new class of touring visitors, which are more likely to visit outside existing peak seasons. This, in turn,
will support greater employment and investment outcomes. For instance, there is anecdotal evidence
that Phillip Island struggles to attract high quality chefs because of the high level of seasonality, which
often means that it is not profitable to keep restaurants open outside the summer peak season. A new
market of affluent, touring visitors would support investment in new tourism related enterprises, and
enhance the attractiveness of both regions to highly skilled workers.
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As noted above, there is also an opportunity for greater visitor dispersal. This is particularly critical for
Mornington Peninsula, where the Western Port region attracts 10 percent of all visitors compared to
the Southern Region (comprising the zone stretching from safety Beach on Port Phillip Bay to point
Nepean) accounts for 51 percent of all visitors.'® The ability to encourage a greater proportion of
visitors to the Western Port region would reduce pressure on infrastructure and amenity along Port
Phillip Bay, and provide economic opportunities for residents around Hasting and other areas.

ORUQLQJWRQ 3HQLQVXOD 6#LHBLY\38 MROPDLOIWEKQ D puJUHHQ EUHDNTY El
and its existing built up areas, which requires it to:*’

X Avoid the expansion townships into defacto growth corridors
X  Protect rural land and promote rural land uses
X  Protect areas of environmental, landscape, agricultural or recreational significance.

These planning restrictions mean that additional tourism related developments need to be planned

and delivered sensitively, but also mean that there are limits on the extent and scope of new tourism

faciliteV LQ WKH /*$ 7KH pVZHDWLQJYT RI WRXULVP DVVHWY E\ XVLQJ WKH|
reduces the need for additional assets, while providing for new economic and employment

opportunities associated with additional tourism.

Benefit 2: A more inclu sive and productive community

Another potential benefit of the project would be to address social and economic inequalities in the
Western Port side of Mornington Peninsula and in Cowes through additional employment
opportunities.

These would come about through increased visitor demand and the potential for travel time savings for
residents and visitors.

Survey work undertaken on behalf of both Bass Coast Shire and Mornington Peninsula Shire indicates
that there is a high level of support among residents for a vehicle ferry concept between Cowes and
Stony Point. Overall, 79 percent of Bass Coast Shire residents and 84 percent of Mornington
Peninsula Shire residents supported the project.'®

Of those that were supportive, the key reasons included travel time savings, a positive impact on
tourism, and improved access to and from Phillip Island. Results are illustrated below.

'® Mornington Peninsula Region Destination Management Plan (2012)
” Mornington Peninsula Planning Scheme

Stony Point +Cowes Vehicular Ferry Project +Consultation & Research Summary, 2009
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Table 8 Reason for supporting Stony Point-Cowes vehicle ferry concept
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Travel time savings  Good for tourism Opens up Phillip Easier access
Island to mainland

Source: Stony Point +Cowes Vehicular Ferry Project +Consultation & Research Summary, 2009

The ferry service has the potential to reduce travel times. Travel times (off peak) were estimated using
Google Map with and without a ferry link. The figure below illustrates theoretical travel time savings
between Cowes and different destinations on the Mornington Peninsula. The destinations were
selected on the basis that they host employment, community services and other potential destinations
for residents. The estimates assume a 25 minute ferry trip (approximately the same as the current
passenger ferry travelling a direct route), and 20 minutes waiting and boarding/alighting time (10
minutes each side). This simple analysis shows that the ferry saves time for all destinations:

X 3 minutes time saved between Cowes and Frankston
X 20 minutes time saved between Cowes and Hastings
X 19 minutes time saved between Cowes and Rosebud
X 19 minutes time saved between Cowes and Sorrento.

This does not take account of congestion or road accidents.
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Figure 10 Estimated travel time and travel time savings, Cowes to Mornington Peninsula destinations
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A benefit of this project would be the opening up opportunities for Phillip Island residents to access
economic, social services and other opportunities on the Mornington Peninsula more quickly and
efficiently, compared to the existing road network.

Evidence suggests that Phillip Island residents already travel long distances for work. The 2011
Census revealed that while a majority of residents work on either Phillip Island (68 percent) or within
Wonthaggi-Inverloch (20 percent), around 1 percent travelled to Mornington Peninsula. This could be
expected to grow were a faster, second vehicle connection to Stony Point established.

Benefit 3: A safer community

Between 2007 and 2011, traffic volumes along Phillip Island Road, the only road between Phillip
Island and the mainland, have grown by an average of 4.7 percent per annum.™® Currently, around
12,000 vehicles use Phillip Island Road each day in off-season months, and this more than doubles in
the peak season, resulting in frequent occurrences of congestion and accidents.?® This has raised
concerns amongst the Phillip Island community, which has identified road safety, access and traffic
flow as the most important issues on the island.*

Crashes on Phillip Island, including between Anderson Road and the Phillip Island Road Bridge
between 2012 and 2016 are illustrated in Figure 9. In total, there have been seven crashes resultin% in
fatalities, 42 crashes resulting in serious injuries requiring hospital treatment, and 96 other crashes 2

19 GTA consultants (2014) Phillip Island Integrated Transport Study: A community vision for transport. Report for Bass Coast
Shire Council.

0 EarthCheck (2016) Phillip Island and San Remo: Tourism Strategy 2035. Report for Bass Coast shire

2 GTA consultants (2014) Phillip Island Integrated Transport Study: A community vision for transport. Report for Bass Coast
Shire Council

2 VicRoads (no date) Crash Stats dataset. Online: https://public.tableau.com/. Accessed 27/09/17
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Figure 11 Crashes on Phillip Island (2012  +2016)

Source: VicRoads Crash Stats dataset

Since 2012, Phillip Island Road has been closed nine times, has experienced flooding on a number of
occasions, and has been subject to five traffic alerts regarding congestion causing severe delays or
requiring the presence of emergency service personnel. By providing a second link to the Island, it
provides an opportunity to reduce:

X  Lost opportunities for tourists and the businesses that rely on them

X  Lost economic opportunities for workers trying to get off or on the Island for employment and their
businesses

x  Safety risks for residents unable to access medical, education and other services on the
mainland.

The development of a second connection to the mainland (to Stony Point) will provide an alternative
for residents and visitors seeking to leave or come to the Island. This will reduce indirect costs
associated with traffic incidents and reduce the risk of economic, health and other impacts for
residents and visitors.

Dis-benefits

There are a number of potential dis-benefits associated with resolving the problems identified. These
would include:

X  Environmental impacts associated from developing a second infrastructure link between the
Mornington Peninsula and Phillip Island. This would mainly occur during the construction phases

X  Potential adverse impacts on the existing passenger ferry service between Cowes and Stony
point, which may require a reduction of or cessation in services.

The project will need to be carefully managed and mitigated, where required, to reduce impacts on the
community, tourism and business sectors, as well as on the environment.
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