
 
5 June 2021 

 
Ms Victoria MacKirdy 

Chief Executive Officer 

City of Victor Harbor 
PO Box 11 
VICTOR HARBOR SA  5211 

 
 

RE: Arts and Culture Centre – Public consultation feedback from BVH 
 
 
Dear Victoria, 
 
We are writing to you in response to the recent public consultation process for the Arts and Culture Centre 
dated 6 May 2021.  This response is BVH’s position and feedback on behalf of our members and the wider 
business community of the region.  The position is based on a careful review of all available information 
sources via the ‘Your Say’ website and our own investigation and feedback received from our member base. 
 
Business Victor Harbor is the peak chamber of commerce body for our region, with our stated purpose being 
to provide leadership, advocacy, value, and service to build a positive, prosperous, and sustainable economic 
future for our region’s businesses and community.  We make the below commentary based on this stated 
purpose, from a whole community point of view. 
 
At the outset, it must be stated that BVH’s position on the concept of an Arts and Culture focus for our city and 
region is one of general support.  We do believe that Arts and Culture can be a sustainable competitive 
advantage for the city if executed correctly. Consequently, the need for this type of infrastructure outlined in 
this project, to support this Arts and Culture focus for the city, is also understood and appreciated by BVH.   
The predicted economic benefits and increase in activity in our visitor economy is very much supported and 
required, if we are to create a sustainable and vibrant economy and community.  We do congratulate the CVH 
for taking a position to attempt to position Victor as a vibrant Arts and Culture regional location and the social 
benefits for our local community are not in question. 
 
As you are aware, the tourism and hospitality sectors are the third largest employment industry in the 
Fleurieu, Adelaide Hills and Kangaroo Island region.  In 2018/19 these sectors generated $435.8m in sales 
with a total value added of $246.6 million (Source:  National Economics (NIEIR) - Modelled series).  We, as a 
chamber, fully support all activity that will help to preserve and grow hospitality and tourism.  Arts and Culture 
leadership can indeed position our city as a destination of choice for high-net-worth travellers who have the 
potential to stay and spend far more than our traditional visitor demographics (day trippers and low value 
visitors).  Based on this, the development of Arts and Culture, as a strength for Victor Harbor, has the 
potential to underpin the adopted CVH Economic Development Strategy 2021-2030 document and on this 
basis, we do strongly support this vision by the CVH.  With this expected increase in higher net worth visitors 
to the area, the need for a general upgrade in the quality of our accommodation assets is more urgent than 
ever. 
 
Despite all the above points of support, we do have several specific and serious unaddressed concerns with 
the plans circulated in this public consultation, in relation to overall viability and financial sustainability of this 
project.  These are outlined below, and we would be appreciative of further information or clarification of these 
positions and questions from yourselves.  As a result of this submission, we would hope that appropriate 
changes (if deemed appropriate) are made to the information supplied to elected members before any 
decisions are made to commit the city financially further on this project. 

 



1. Business case construction / assumptions  
We acknowledge the consultant’s experience (Randall Arts Management) in prior business 
case development for other similar projects.  We do, however note the apparent important 
omissions in actual incremental costs of the case, other financial costs and revenue excluded 
from the business case and some other errors as follows: 
 

i. We note the definition of EBITDA made by the consultant (Randall Arts 
Management – page 1 of business case) is not actually correct, as EBITDA as far as 
we are aware, refers to Earnings before Interest, Tax, Depreciation and 
Amortization, not Earnings before Income Tax, Depreciation and Amortization.  We 
suggest that some notation of this is made with the consultant, and it be corrected in 
the final documents submitted.  Can CVH please confirm this occurs? 
 

ii. Interest on incremental borrowings to fund construction is not included in the case.  
It appears from reviewing the case, the assumptions on construction costs and the 
possible 50% grant funding of the project from State Government, that CVH will 
need to borrow circa $12million to fund the capital cost of the project.  Whilst it is 
acknowledged that current funding costs are low for all levels of government and 
that incremental interest costs to construct are not operating costs of the project, 
why are they not specifically included as a cost of this project?  Without them being 
included, we believe the business case as submitted is misleading for decision 
making purposes.  Our estimate on a low rate govt funded borrowing facility (2.25% 
APR) of this incremental $12.2 million would result in an interest charge of around 
$274,500 per annum to the business case for the project.  This assumes that 
interest rates do not increase over time (not conservative) and loan is interest only.  
No repayment of principal is included.  Can CVH explain why this is not to be 
considered as a relevant cost of the business case as it is (at our assumed interest 
cost above), some 93% of the ongoing operating deficit the project will generate? 
  

iii. Depreciation charges are not specifically included in the case given that an EBITDA 
approach has been used to assess the business case for the project.  Whilst it is 
true that depreciation is not an operating cost, there seems to be no apparent 
acknowledgement in the case that the project once commissioned, and operating 
will need to be maintained and eventually replaced over time.  Without considering 
depreciation in the overall context of the project and allowing some charge for 
incremental depreciation to the project, the underlying result and business case 
conclusion will be misleading to anyone reviewing this case.  Can the CVH explain 
why incremental depreciation is ignored from project viability? 

 
iv. From reviewing the documentation provided and the construction timelines for the 

project, it appears that Victa cinema will be required to close for up to 2 years during 
completion of the build.  If this is the case, then there appears to be no recognition in 
the business case as submitted, for this lost revenue of operation of the cinema 
business.  This would, prima facie mean that the operating deficit forecast currently 
for the project could be significantly higher in years 1 and 2 of the case.  As BVH is 
not privy to the operating results of Victa cinemas we cannot estimate the financial 
impact of this omission.  Without this loss of revenue being included, the business 
case has the potential to be misleading to the lay reader.  Can CVH please confirm 
such treatment of the loss of cinema operating results (during the construction 
phase of the project) that do not appear to be in the business case and the likely 
impact to overall business case viability because of this apparent omission? 

 
v. Demand forecasts appear somewhat optimistic and the level of detail that underpins 

the forecasts of future theatre events cannot be readily supported within the data 
supplied in the business case.  We do not dispute that the planned upgrades and 
theatre designs will ensure Victor Harbor will be able to attract higher quality 
performances to the region and the amenity of the conceived design appears to be 



of a high standard. In fact, we do not pretend to have detailed knowledge of what it 
would take to attract national performances to our region.  What we do question is 
whether the assumed forecast of 177 performances in the new Proscenium Theatre 
per year and 179 performances per annum in the new Flexible Theatre (total across 
entire site 356 performances per annum – excludes maintenance days) when the 
facility is in full operation is a reasonable forecast?  If this forecast is to be accepted, 
it would mean that 0.98 theatre events will happen per day, year-round.  BVH 
questions the validity of this assumption without more detail to support this forecast.  
Is it logistically possible to have something on every day of the year in this new 
facility given the planned designs and staffing levels?  Can CVH supply more detail 
to support this demand forecast? 

 
2. What impact will the $12.2 million of incremental borrowing for this project have on the overall 

borrowing levels for council with other large projects also being planned?  It is outlined in the 
proposal received as part of this consultation that the planned level of borrowing for this project, is in 
line with current council plans for long term funding levels (in the context of having a recently raised 
debt ceiling Net Financial Liabilities (NFL) to 100%).  With the limited knowledge we have of the 3 
big projects that council has on its radar for the medium to long term (namely, this project (Arts and 
Culture), Main Street Stage 5 and Sports and Recreation precinct), how can a reasonable 
assessment be made on the overall debt position of the CVH of this project and its debt limits 
without details of both other projects’ funding needs being added to this project?  Specifically, would 
it not make more sense to show this project’s debt load added to Main Street Stage 5 and the 
planned Sports and Recreation precinct project debt load and then assess this in line with the 100% 
NFL of the entire CVH loan position.  We are of course aware that this is the point of the Long-Term 
Financial planning process that council undertakes but given this has not yet been finalised, how can 
it be assessed if the overall debt load is acceptable?  This of course says nothing of what the CVH 
plans to do, if other worthwhile capital projects are identified over this funding horizon that cannot be 
accommodated within the 100% NFL ceiling. 
 

3. With this project being a key driver of higher debt levels for the CVH (and thus the entire 
community), we are concerned with the likely impact of rising interest funding costs into the future 
and its consequent effect on council rates in general.  As the charts from Morgan Stanley Bank show 
below, interest rates in terms of the long-term economic cycle are at the lowest point they have been 
in 2 decades.  Recently all indications for the 10-year bond rates (see below) are currently rising and 
this will inevitably flow into interest rates generally.  This appears to suggest that short term interest 
rates in the funding horizon for this project will be somewhat higher than the historic low levels 
currently in place for council debt funding. 
 
 
 
 
 
 
 
 
 
 
 
 
 
   
 
Whilst interest rates are at historic low levels and new debt raisings have low funding costs currently 
for CVH, what level of information has been provided as part of this consultation process, on the 
impact of likely rising interest rates and any sensitivity analysis that could be performed to 
understand long term financial viability of the CVH with much higher debt levels than today.  We 
raise this concern knowing full well the likely increase in rating burden the community will be 



required to bear in the event of financial sustainability issues for the council into the future with this 
high level of debt planned. 

 
4. Has the likelihood or possibility of a private business operator being engaged to run this new Arts 

and Culture centre as a going concern, been considered?  The additional cost and overhead burden 
that this project adds to CVH’s bureaucracy is quite significant with 7.8 FTE being added to the 
council payroll and close to $1million in salary and on-costs being added to the council operating 
budget because of this project.  Is this project in the normal remit of an organisation such as the 
CVH and how far a deviation from the council’s core business is this type of business enterprise 
going to be?  What other council services may be jeopardised because of taking on the operation of 
this business enterprise by the city? 
  

5. The inclusion of an extensive economic impact assessment by Ethos Urban on the Arts and Culture 
centre project in the public consultation documentation provided is noted.  This analysis shows that a 
net economic impact of 1.25:1 is expected because of this project.  Whilst on the surface, this is a 
net positive to the community, what is the basis for determining that the 1.25:1 ratio is indeed a 
‘good’ return on the public funds required on the project? (We note for information only, that this ratio 
level is well below the level a private investment would be deemed viable but accept this is a public 
sector project).  Where are the relevant benchmarks relied upon to make this assessment?  To allow 
a better and more relevant comparison of the claimed economic impact of the project can the CVH 
provide some relevant independent examples of similar public projects to this one? 

 
6. The successful delivery of this project with the projected demand forecast for performances in this 

new facility will in our opinion drive a large increase in demand for car parking spaces in the city.  
We can see no consideration of this potential issue within the public consultation documentation 
provided as part of this project.  Can the CVH please confirm if a traffic management study and or a 
car parking plan has / have been prepared as part of the planning of this development?  If the study 
has been completed, what is the planned impact on potential incremental parking requirements 
because of this development?  Can CVH confirm if this impact has been included in the design of 
any parking developments planned on other council owned land within the city that is within a 
reasonable distance to the planned Arts and Culture Centre? 

 
The above feedback is given in the context to allow a full and frank discussion of this important project.  Whilst 
we have some concerns over the ‘mechanics’ of the concept as presented by CVH, we do acknowledge the 
vision shown by the CVH in bringing this project forward for the long term benefit of our community.  We do 
and always support the push to make Victor Harbor a vibrant, sustainable, and diverse economy and 
community. 
 
On behalf of the board, we would like to thank yourself and the council for the opportunity to provide this 
feedback and we hope it is taken in such way as intended.  BVH stands ready to assist and consult in any 
possible way to ensure the best outcome for the business community and the wider community. 
 
Yours sincerely, 
 
 
 
Michael Schubert Kirsten Pitman 
Chairperson Deputy Chairperson 
Business Victor Harbor.  Business Victor Harbor 
E: chair@businessvictorharbor.com.au E: deputy.chair@businessvictorharbor.com.au 

 
Cc: 
Dr Moira Jenkins, Mayor - City of Victor Harbor 
Ms Carol Schofield AM, Councillor and Deputy Mayor – City of Victor Harbor 
Dr Marilyn Henderson, Councillor – City of Victor Harbor 
Mr Peter Charles, Councillor – City of Victor Harbor 
Mr Tim Glazbrook, Councillor – City of Victor Harbor 
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Mr Nick Hayles, Councillor – City of Victor Harbor 
Mr David Kemp, Councillor – City of Victor Harbor 
Mr Bryan Littlely, Councillor – City of Victor Harbor 
Mr Andrew Robertson, Councillor – City of Victor Harbor 
Mr Brayden Mann, Councillor – City of Victor Harbor 
 


