
 
21 June 2021 

Dr Moira Jenkins 

Mayor 

City of Victor Harbor 
PO Box 11 
VICTOR HARBOR SA  5211 

 
RE: Draft 2021/22 Annual Business Plan and Budget – Public consultation feedback 

from BVH 
 
Dear Moira, 
 
We are writing to you in response to the recent public consultation process for the Draft 2021/22 Annual 
Business Plan and Budget for the City of Victor Harbor (CVH) dated 31 May 2021.  This response is Business 
Victor Harbor’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 as a board and feedback received from our member base. 
 
Business Victor Harbor (BVH) 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 are supporters ‘in principle’ of all activity 
undertaken by the CVH that will assist in the creation of a more sustainable and vibrant community along with 
activity and infrastructure that supports favourable business conditions.  This approach will ensure that private 
enterprise is able to thrive and sustain as many employment opportunities as possible that will create a strong 
and diverse community for us all.  At the same time, we are interested in any activity of the CVH that may 
cause undue financial burden on current and future ratepayers that does not have a clear link to the above 
goals.  We see it as our role to act collaboratively, with all stakeholders in the region, to point out when we see 
actions that may cause financial instability and results in additional taxation burden on our community. 
 
Whilst being broadly supportive of the general activities and plans outlined in the 2021/22 Annual Business 
Plan and Budget, BVH has several concerns around the quantum and timing of expenditure on several of the 
projects outlined within the body of the plan reviewed.  We are also concerned with the overall direction and 
clarity contained within this business plan and budget for financial sustainability for the city’s finances, the 
future rate burden for rate payers from increased debt and spending by CVH and our ability to attract and 
generate viable private investment to our area.  We would be very appreciative and respectfully request that 
answers to these questions be supplied to BVH in due course and that all these concerns be incorporated in 
the final decision to adopt or modify the CVH draft Annual Business Plan and budget based on this?   
 
We make the below commentary based on our above stated purpose, from a whole community point of view 
and these concerns are further outlined below 
 

1. From an overall summary point of view, we are genuinely concerned that this Annual Business Plan 
and Budget as submitted for public consultation, lacks a clear linkage to an endorsed Long Term 
Financial Plan as outlined on page 5 of the Annual Business Plan and Budget document.  We do 
understand the ramifications of not accepting an endorsed budget for the coming financial year, from 
a legislative point of view, and that the current plan to endorse a long-term financial plan is underway 
and is delayed due to internal audit committee concerns with the draft long term plan as currently 
drafted by the CVH.  That said, to ask the ratepayer base to look at this business plan / budget in 
isolation from a well-considered and logical Long Term Financial plan with ENDORSED AND 
APPROVED Key Financial Indicators to measure this current plan as outlined, for consultation, is 
problematic.  If the targets for these ratios are to be changed and used to measure performance, 
then this must happen before a judgement is made on financial sustainability of this budget.  For 
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example, to say that this draft Annual Business Plan and Budget is inside the currently endorsed 
“financial stability’ ratios is misleading. On multiple occasions in the document there is reference to 
“Council’s proposed targets” (refer specifically to page 6 of the plan in “Budget at a Glance’) as being 
a guide to acceptable financial stability performance of this plan. However, these revised targets are 
not yet approved by the elected members of the CVH.  Based on this, we believe, to the lay 
ratepayer, that this is a misleading representation of CVH Financial Stability, without clear reference 
to the actual endorsed and approved measures currently in place.   
 
The below table summarises this concern graphically 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
As the above table clearly shows, current projections for Operating Surplus ratio and Net Financial 
Liabilities ratio, within the current endorsed and approved by council targets, show this business plan 
/ budget is failing its measures for these 2 vital Key Financial Indicators to Financial Sustainability. 
 
Can the CVH provide more assurance around the acceptance of the “proposed targets’ for these 2 
key measures of financial sustainability in the draft long term financial plan?  Can CVH justify why 
the revised targets for these 2 measures should be accepted by the community?  With reference to 
these points, we note from our research that at 100% Net Financial Liabilities, that the CVH would 
be well above the level of many other councils in both Adelaide and the wider South Australian 
region.  Could the CVH please share the basis for raising these targets as being reasonable and 
sensible? 

 
2. We note from many of our previous submissions to the CVH, that carparking for the city continues to 

be a potentially significant impediment to growth, if not adequately planned and provided for.  We 
are concerned, we still see no meaningful progress in this area despite, many delays and false starts 
for many reasons.  We do note that much work is currently being explored in McKinlay Street with 
the current EOI process for car parking being in progress on this site and there has been a budget 
allocation made of $2 million to support this work.  We again raise our general concerns over the 
progress of the entire process to resolve car parking on the McKinlay Street site with its potential 
effect on other adjacent developments that rely on this work. When coupled with the significant 
increase in car park demand that is potentially generated with new developments such as the 
proposed Arts and Culture Centre along with the reduction in on-street parking that results from the 
implementation of the Main Street renewal process.  We are concerned that the lack of progress in 
the last 18 months (despite hearing many reasons to the contrary that do not appear after further 
investigation, to be valid reasons in our opinion), in resolving this issue, will result in any 
opportunities to leverage private and other level government co-funding will disappear in the time 
taken to resolve the planning phases of this activity.  Can the CVH confirm that there is still a clear 
commitment to resolving the entire parking issues for the CVH will be done at the lowest possible 
cost to the community?  Will the CVH commit to working with all stakeholders to reach lowest cost / 
highest value solutions on parking infrastructure for the city on a timely basis?  We ask this question 
in the context of observing several activities and perceptions that the current process is not working 

Key Finacial Indicator - performance assessment

As per draft 

Business Plan

Current coucil 

endorsed target

Planned council 

target Performance 

Actual performance assessment

Assesment in consultation

Operating surplus ratio -0.70% 0 % to 3% Fail -2.0% to + 2.0% Pass

Net financial liabilities ratio 74.70% 40% to 60% Fail 100% Pass

Memo:Annual BP&B doc reference page 18

Page 6, 18, 

42,43
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in what would be expected in a fashion that would promote this outcome. 
 

3. Further to the above point, we do have serious and well-founded concerns, on the ability to create a 
meaningful investment attraction strategy for the city that is planned in this Business Plan and 
Budget period.  We base this concern on both the car parking issue in general, being unresolved, 
but a lack of process within CVH to expedite and work co-operatively with private investors to make 
major developments in this city a reality. As this is a central plank in the recently released CVH 
Economic Strategy 2020-2030 document, to create an Investment Attraction strategy, we see the 
entire economic development agenda at risk.  The 2021/22 Annual Business Plan and Budget in our 
opinion, does not have enough substantive action items in place, to move us forward on this 
strategy.  We would welcome further consultation and discussion in this area, and we also note that 
our correspondence on the recent “City of Victor Harbor Rating Review” from BVH dated 22 April, 
where we raise this issue in terms of how the Commercial and Industrial Differential Rate is spent for 
economic development, remains unanswered.  Can the CVH commit to a timeline for a reply to the 
issues raised by BVH in its submission on this topic?  Without the official view of the council on our 
concerns raised, we can not make a specific assessment of what is planned in the Business Plan 
and Budget, by CVH to enhance economic development for our city, as being acceptable to our 
business community. 
 

4. The overall debt levels that are envisaged in this Business Plan and Budget are of concern in an 
overall sense to BVH.  We are not as a rule, opposed to borrowing for public infrastructure.  There 
must of course, be a well-structured and businesslike approach, given to project assessment on 
business case level, that is then able to be compared cross project to rank and identify the best 
projects to be undertaken. Then, if current funding levels from the rate base do not allow these 
worthwhile projects to proceed on a timely basis, borrowed funds can be a useful way to spread the 
cost burden of these worthwhile projects, cross generationally.  We are concerned that some or all 
these disciplines have not been fully used across all the capital and operational budget plans.  We 
outline our concerns, over funds expended for both capital and operational expenses in each of the 
2021/22 Annual Budget Business Plan activity areas that we believe have the potential to drive debt 
up for CVH to levels that may not be sustainable in the medium to long term, as follows: 

 
a. Community Services (page 26 

 
i. Community Assistance - We note the review of community service programs 

underway by the CVH and congratulate the initiative to ensure money spent here is 
most effectively and efficiently spent.  Will this initiative look to what can be done to 
reduce the large deficit (circa $750k) in the ‘community assistance’ activity area? 
 

ii. Community Bus Service - With respect to the activity line, ‘community bus service’ 
and its small deficit ($54,200), we would be interested in the scope and scale of this 
operation and why indeed it is required to operate at a loss?  Notwithstanding the 
fact it is a community service, what provision have been made to minimise this loss 
and increase user charges as much as practical to reduce / eliminate this loss?  
Could this activity be reasonably partnered with other private operators already in 
the area to increase their scale and defray some of the CVH losses? 
 

b. Community Facilities (page 27) 
 

i. Cemetery – Whilst we fully acknowledge, respect, and agree that this activity is 
rightly and correctly administered and provided by CVH, we would ask why it is 
budgeted to operate at an annual deficit to the community of some $51,200?  Why is 
the cost not defrayed by the cost charged to access and use the burial plots on a 
‘user pays’ basis?  This question is not intended to cause offence but rather an 
understanding of why this necessary activity is not operated on a cost neutral basis? 
 

ii. Property and GIS – Without further clarifying information being provided we must 
ask what is the $2,450,000 in the capital expenditure section of this line item.  We 



4 

 

assume that the reference on page 52 for capital works under this heading relates to 
Strategic Land purchases ($2.4million) and Fire safety compliance actions ($50k) 
given the amount adds up to this.  We do not expect to see full details on the exact 
spend of the $2.4 million on such purchases for the commercial sensitive nature of 
them.   That said, an explanation of the thought process and planning ideas to 
expend these funds would be useful to a ratepayer to know some background as to 
why this activity is being undertaken.  Our question to the CVH is, why on page 27 is 
such a significant line item of expenditure not explained in any detail and you must 
refer to page 52 to obtain more information on $2.45million in CVH expenditure?  
This is at best confusing and does not give the impression of transparency that 
should exist around such a significant budgeted outlay.  Understanding the sensitive 
nature of the details of something titled “Strategic Land purchases” and the need for 
confidentiality of such details, why would the CVH not at least explain in detail to 
ratepayers why the CVH has such a fund in the first place, in this section of the 
plan?  Further to this, why is there such a large deficit against the item Property & 
GIS of $543,700?   

 
c. Roads Footpaths and Bridges (page 28) 

 
i. Kerbing and Footpath – Encounter Bike Way ($300k).  We note that this project will 

widen the bikeway from Oakham Street to Tabernacle Road.  We are in support of 
upgrades to the recreational areas across the city and the Encounter Bikeway is an 
important part of this community asset.  We do however question the cost of $300k 
to widen, a circa 640 metre section, of what appears to be a currently acceptable (of 
course we are not experts here!) section of the Encounter Bikeway when other 
sections of this important asset are not actually completed at all.  Our question here 
is in 2 parts.  Why, with the current heavy debt loads planned, is the CVH 
contemplating this expenditure when the bikeway appears to be in an adequate 
state of repair now, notwithstanding the need to widen? Secondly, is the cost of 
circa $469 per metre for this type of work, reasonable? 
 

ii. Streetscaping - Mainstreet Precinct Upgrade State 4 – CVH supports the town 
centre master plan upgrades work in general and feel that it will be an important 
step in revitalising the CBD area of our city.  We congratulate the CVH for its work 
here.  Our question on this activity area is related to local business communication 
and consultation with businesses affected by the works to be undertaken.  Has the 
CVH fully ensured that all businesses affected by this project have been given 
adequate notice and information about likely disruptions to trading conditions?  We 
note and congratulate the CVH for undertaking night works to reduce construction 
time on the works to minimise disruption to trade, but can the CVH confirm that 
adequate consultation and feedback to affected businesses, has been, or is planned 
to be performed on a timely basis? 
 

d. Car Parking and Traffic Management (page 29) 
 

i. Carparking - Our main concerns for the McKinlay Street site are well covered in 
point 2 above.  We do at the same time express concern at why the Car Parking 
operation line for CVH does run at a deficit (albeit a smaller one) as we see no 
reason why this apparent ‘user pay’ activity, should at a minimum recover, its costs 
of operation.  Can the CVH please explain why this apparent ‘user pays’ activity is 
not being operated to achieve a cost neutral position to the CVH’s ongoing financial 
position? 
 
 

e. Coastal Protection and Environment (page 30) 
 

i. No specific concerns to be raised in this area of activity. 
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f. Waste Management (page 31) 

 
i. No specific concerns to be raised in this area of activity but we would wish to 

express a congratulations to CVH for making this logical cost sharing between all 
the regional councils a success.  Specifically in terms that, no extra funds other than 
budgeted contributions, have been expended by CVH from the break-even position 
achieved by the Fleurieu Regional Waste Authority subsidiary. 
 

g. Open Spaces and Recreation (page 32) 
 

i. Sports – Fleurieu Regional Aquatic Centre.  We note that the operating contribution 
by the CVH and the share of loss for this subsidiary absorbed by the CVH totals 
some $714,600 in this business plan and budget year.  This is obviously concerning 
that the Aquatic Centre, a touted piece of essential infrastructure for the community, 
is such a large drag on the CVH finances, year after year.  From our research and 
inquiries, we note that the centre is still yet to meet any of its targeted results since 
inception and continues to operate a large deficit position.  This will obviously add to 
the increasing debt burden for CVH and have consequent effects on rate raising 
needs into the future.   
What is the CVH’s strategy to reduce the continued deficit operation of this business 
unit?  With the introduction of new competitor activities from the re-development 
planned for the McCracken Country Club business by G’day group, what projected 
impact will this increased competition for recreation swimming activity have on the 
operating result for the Aquatic centre?  What meaningful strategies are planned to 
ensure the operating deficit does not increase in the future because of increased 
competition?   
We continue to raise the concern that council run businesses across the entire 
budget submission lose significant sums of money and drag the financial position of 
the CVH back further.  What is the CVH’s plan to eliminate loss making business 
from their portfolio of businesses?   
It is of special note, that the only surplus operating unit of the CVH (the Beachfront 
Caravan Park), is run and operated by a private business and makes the CVH a 
surplus return of some $174k per annum.  Has the CVH increased its efforts to 
identify and nurture potential experienced private business operators to operate the 
loss-making businesses that CVH currently operates and reduce the debt burden of 
inefficient business operation? 
 

h. Plant and Depot (page 33) 
 

i. Plant and Machinery – BVH does of course realise that aging plant and equipment 
becomes more expensive to maintain as its condition deteriorates with age and use.  
However, given the level of overall debt loading and potential impact on future 
interest rate levels that this level of debt will drive, has sensible service life extension 
programs, for these assets been considered?  We know from our research that 
some of the equipment is somewhat aged, and replacement has been deferred 
previously, but is the CVH completely satisfied that replacement of all units identified 
in this budget round are needed, in this Financial Year?  What is the possibility of 
deferring some replacement until the next financial year of 2022/23 and saving the 
funds now to reduce debt levels now? 
 

i. Tourism and Economic Development (page 34) 
 

i. Economic development – Business Victor Harbor Partnership ($100k).  We thank 
and acknowledge CVH for the allocation of this amount in the Annual Business Plan 
and Budget, as a return in part, to the business community from the Commercial 
and Industrial differential rate to make a difference for business in our city.  We 
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would like to request, as we have verbally in the past, that this amount be adjusted 
up, for CPI as per these budget papers of 1.2%.  The revised amount being 
$101,200 for the partnership contribution amount.  Can the CVH please confirm that 
this request for CPI adjustment has been included? 
 

ii. Economic Development – As pointed out in point 3 above, BVH is still awaiting a 
response to its letter of submission on CVH Rating Policy Review dated 22 April 
2021.  This letter contained several specific questions about the way in which the 
Commercial and Industrial Rate is accounted for by CVH and the method of 
disposition of these funds for Economic Development activity.  Consultation with the 
business community on what is Economic Development and what activities that the 
differential business rate is spent on, is a key role for the business community to 
have a fair and proportionate input to how said funds are expended.  The business 
community is best placed to understand what will drive economic development in 
the city.  We ask again that CVH properly and fully considers appropriate 
consultation with business on how the Economic Development agenda, and the 
direct rate payer funds for Economic Development (differential rate) is spent?  
 

iii. Tourism marketing – Related to point ii above, we question the level of consultation 
with business on how Tourism marketing funds are utilised and whether the events 
that CVH considers to be Economic Development drivers (as claimed in the plan) 
are indeed drivers of incremental economic activity for business.  Events that are 
considered more to be “community” centric or important, should not be 
characterised as economic development.  Can CVH please detail the basis for how 
all the listed events in the plan are characterised as economic development drivers?  
We contend that many, or all these events, are more community based and not 
indeed the best economic development drivers to be selected.  If this is correct, then 
this means that funds expended from the Commercial and Industrial differential rate 
are not being fully expended on economic development.  Why has the voice of the 
business community in this important area of economic development, still not been 
heard?   
 

iv. We also note from page 24 of the Annual Business Plan and Budget document that 
deals with the Economic Development Differential, that the support of Fleurieu 
Peninsula Tourism (FPT) is part of how the differential rate is expended.  Whilst 
BVH is generally supportive of a regional basis for tourism marketing to promote the 
wider region, we do have some concerns over the way FPT operates in promoting 
our sub region (the south coast – Goolwa to Normanville). For the level of observed 
promotion of our area relative to other parts of the Fleurieu (specifically McLaren 
Vale and surrounds), from the contribution CVH makes to FPT, we have some 
significant concerns over the value for money generated from the investment into 
FPT.  Adding further to this concern, we note that the representative for the CVH 
region on FPT, is a council employee, who with due respect, has no experience or 
knowledge of what is required to operate a successful business in this sector.  On 
this basis, we do have to raise serious concerns that the current investment of the 
differential rate into FPT may not be the best use of commercial differential rate 
funds and may not be in fact, legitimate economic development activity within the 
spirit of why this differential rate is raised.   
We ask the CVH to consider whether a body separate to FPT, that is specifically 
charged with promoting maximum tourism and visitor economy for our specific 
region (the generic south coast), is a better use of these funds for our region not just 
the perceived ‘down the hill’ part of the Fleruieu that is so McLaren Vale centric?  
This would best be a private / public consortium with equal input for direction, 
strategy, and execution, and is far more likely to achieve wider community support 
than the current arrangement.  We also ask whether CVH has considered a joint 
consolidated position for such an independent tourism body with the other councils 
in our specific sub region (Alexandrina and Yankalilla) to pool resources for our 
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common good? The success of organisations such as Fleurieu Regional Waste 
Authority, do show a clear pathway for co-operative engagement across council 
areas when a common interest exists. 
 

j. Business Activities (page 35) 
 

i. Horse Tram – Victor Harbor’s much loved and iconic horse drawn tram is 
undoubtedly an asset to our region and does indeed drive some visitor economy 
activity.  We are ‘in principle’ supporters of this subsidiary’s operation and generally 
are a solid supporter of this asset in an integrated tourism/visitor economy strategy 
for the region.  We do however, question the large contribution in financial terms 
made to this subsidiary at this time.  The total spends here, both operating and 
capital, are over $1.12 million for the 2021/22 financial year.  We understand that 
some of the capital items are required for operational reasons, especially given the 
opportunities provided by the new Granite Island causeway construction and should 
provide economic value over the long term.  That said, given the high level of debt 
loading that CVH is looking to take on, as part of this business plan period, would it 
not be sensible to review what capital outlays could be deferred to future financial 
years?  In addition, what actions are being taken to minimise the operating deficit 
that the Horse Tram generates on an on-going basis and will there ever be a 
pathway for this subsidiary (which is much loved and important) to be cost neutral to 
the CVH? 
 

k. Town Planning (page 36) 
 

i. No specific concerns to be raised in this area of activity 
 

l. Public Safety (page 37) 
 

i. Parking Control – As per our point in section d, Car Parking and Traffic 
Management, we do not understand why this activity line operates at a deficit of 
some $83,900.  We do acknowledge the leniency shown to some business 
operators with respect to issuing of infringement notices for parking issues, 
especially at the busy visitor times of the year.  At the same time, we do not see why 
the community should subsidise this cost to the level that it is currently budgeted for.  
Our question is, if the CVH cannot recover its costs for parking control that leads to 
a deficit of circa $85k per annum, would it be better to abandon parking control as 
an area of activity and reduce this loss to $0?  If this is not possible, then surely 
there must be a full and further account as to why this activity is not a ‘user pay’ cost 
recovery function.  With many small deficits observed through the Annual Business 
Plan & Budget document, what process could CVH implement to streamline these 
deficit creating activities to reduce the operating deficit to $0?  The overall effect on 
CVH yearly results could be significant and reduce tax burden on rate payers 
generally. 
 

m. Library and Cultural Services 
 

i. Cultural Services - We note the expenditure to continue the development of the Arts 
and Culture Centre project, that recently completed public consultation.  We did 
raise in that public consultation, some significant concerns over the scale and scope 
of the assumptions in that business case as submitted that still are unaddressed at 
the time of writing this submission.  Given this project is still not an approved project, 
and the plan is of course to continue to study this concept, we would like to know 
how and when CVH will address the noted issues with the business plan for this 
project?  Further to this we ask whether the $1.2 million listed under this activity 
area is a sensible investment of public funds with several feasibility issues, for the 
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proposed Arts and Culture centre, still unresolved? 
 

ii. Library - An upgrade to the CVH library is planned in this budget, at the amount of 
$1,601,500.  We can find no record of public consultation on this project or a 
business case for this upgrade.  On what basis was this upgrade approved and 
given its scale and scope in terms of value, what is the community value 
assessment of this project?  We are unsure as to how this process evolved to this 
point but would like to understand the community need for this project and how the 
circa $1.6 million upgrade was justified?  Is this upgrade deemed as urgent to be 
completed now and what is the expected benefit to our community because of this 
investment? 
 

iii. Victa Cinema - We note that Victa Cinema, an iconic business within Victor Harbor, 
that is now a council asset and business forms part of this council activity area.  The 
2021/22 Annual Budget and Business Plan for this operation is projected to show an 
operating deficit of $49,700.  We understand that the current year trading results 
(2020/21) would have been significantly impacted by COVID19 restrictions on 
operating times, audience numbers, visitor levels and box office releases during this 
period.  Whilst this is unfortunate and out of the control of CVH to a large extent, 
why is this new financial year budgeted result (2021/22) not recovered to a surplus 
position?  Our understanding is that this business was profitable prior to CVH 
acquisition, and as such with normal trading conditions, it should be expected to 
return to surplus operations in this coming financial year.  Why is this not a 
reasonable assumption?  Has the CVH investigated the possibility of private 
business partnerships to attempt to defray costs and expand the revenue base of 
this iconic business? 
 

n. Administration (page 39) 
 

i. Loan interest – we note the amounts shown against this activity line are, inflows of 
$12,300 and outflows of $268,700 giving a net interest cost of $256,400.  When this 
amount is referenced to the Statement of Comprehensive Income on page 58 of the 
document, we observe Investment Income of $48k and Finance costs of $279k with 
a net cost of $231k of interest costs.  As we are not completely familiar with the 
methodology for preparation of the financial statements, we are unable to make a 
judgement as to whether the interest costs from page 39 can be related to the 
Statement of Comprehensive Income on page 58.  If this cannot be readily done, 
then please take our comments in the following context.  As a result of the lack of 
reconciliation to the contrary, we do not understand why this is not the case, that the 
cost should be traceable through these statements in a fashion outlined above.  
Could CVH please clarify the actual interest costs on borrowings that are budgeted 
for this financial year?  We also would like to understand why the forecast finance 
costs are expected to fall from $513k in 2020/21 to $279k in 2021/22 when total 
borrowings (short and long term) in the Statement of Financial Position (page 59) 
are expected to rise from $11.784 million in 2020/21 FY, to $16.594 million in 
2021/22 FY.  Of course, some reduction would be expected with the retirement of 
some higher interest debt of past period (refer page 19 for the details of old debt), 
being replaced with the current lower interest cost debt currently available in today’s 
market. That said, to forecast a reduction in finance costs in the 2021/22 FY of some 
45% with an increase in total debt of circa 41%, this remarkable result seems 
difficult to reconcile.  Could CVH please provide more clarity of information here to 
understand the reasonableness of the forecast financing costs in the Statement of 
Comprehensive Income on page 58 of the plan document, as they currently (without 
further clarifying information), do not make sense? 
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o. Corporate Services (page 40) 
 

i. Corporate Systems Review ($50K) – We understand this item is to create a scope of 
work for the new Enterprise IT solution that CVH will need to adopt for its 
operational needs into the future.  What is the scope and scale of this review 
process, as we believe the budget allocation of $50k for this activity may be on the 
low side?  Given the complexities involved in the implementation of any new 
Enterprise IT system, there appears to be a large body of work for an organisation 
like the CVH, for such a project.  We would urge that a careful review is undertaken 
of what is needed for success here.  In our experience it is far better to ‘front load’ 
the scale and scoping of these types of programs, if all the expected benefits and 
challenges of successful implementation are to be realised.  You do actually only get 
one chance to get this type of project right from the get go.  Is the CVH confident 
that this budget allocation will be ‘fit for purpose”? 
 

5. Our measures of success - Key Financial Indicators (pages 42& 43).  We have noted above in points 
1 and 3 our concerns with overall debt levels that the CVH is planning generate because of this 
2021/22 Annual Business Plan and Budget activity. In addition to this, we wish to raise some specific 
concerns regarding this debt level in so far as how it is managed and measured under the CVH’s 
Key Financial Indicators, in this section of the plan. 
 

a. Net Financial Liabilities Ratio (NFL ratio) – 74.7% for 2021/22 Annual Business Plan and 
Budget (above current APPROVED target for CVH of 60% (page 43)).   
The NFL ratio, in the opinion of BVH, is a vital indicator of long-term sustainability for the 
CVH’s financial position. It is a key risk monitor on whether excessive debt levels will drive 
unsustainable CVH rating rises for current and future ratepayers, especially in an 
environment of potentially rising interest rates.  Our concerns are specifically two-fold on this 
measure. 
   

i. Firstly, we question the accuracy of the definition of total operating revenue, as used 
in the Net Financial Liabilities Ratio. It is our contention, that it is potentially 
misleading to the ‘lay’ rate payer, reading this plan.  Specifically, the adopted 
definition of Total Operating Revenue, unfortunately includes non-recurring, State 
and Federal Government grant funding within its definition.  Given that grant funding 
is clearly discretionary from the higher level of government, we do not believe that 
this should be included in the calculation of viability for CVH finances on a longer-
term basis.  At the very minimum we would expect, from a clarity point of view, that 
this ratio should be shown including and excluding the non-recurring grant funding 
within the calculation.  This is best illustrated in the table below. 
 
 
 
 

ii.  
iii.  
iv.  
v.  

 
 
 
 
 
 
 
 
 
 

page 58&59

21/22 FY

$million

Total operating Revenue

- Rates 24.287

- Statutory charges 0.545

- User charges 2.171

- Grants, subsidies and contributions 1.936

- Investment income 0.048

- Reimbursements 0.723

- Other revenue 0.193

Total operating Revenue 29.903

Total operating Revenue (exc non recurring grant funding) 27.967

Net Financial Liabilities

Total liabilities 23.672

less Cash & receivables 1.172

less Non current financial assets 0.256

Net Financial Liabilities 22.244

Net financial liabilites (NFL) ratio

- as per BP & Budget papers (page 43) 74.7%

- excluding non recurring grant revenue in total operating revenue 79.5%
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Based on the above analysis, the CVH financial position, without grant funding in 
terms of net financial liabilities, is further threatened when debt rises as is modelled 
for this Annual Business Plan and Budget. 
 

vi. As the charts from Morgan Stanley Group 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 Annual Budget and 
Business Plan, 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.  How will the CVH manage what we believe is a 
significant interest burden risk in coming years with higher expected interest rates 
and how will rate rises be avoided due to this risk? 

 
The above feedback is given in the context to allow a full and frank discussion of this important matter for the 
City of Victor Harbor in terms of its long-term sustainability and the burden created on the wider rate payer 
base because of today’s financial management processes.  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 the spirit that is 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 

mailto:chair@businessvictorharbor.com.au
mailto:deputy.chair@businessvictorharbor.com.au
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Cc: 
Ms Victoria MacKirdy, CEO - 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 
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 
 


