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Project Details 

+ Name of proponent:  Hobson’s Bay City Council.   

+ Name of project:  Regional Kitchen Project. 

+ Location of project:  Lot 10, Drake Blvd Altona VIC 3018. 

+ Description of project:  The project will deliver a large scale kitchen facility to be used to provide meals under the Home and Community Care (HACC) program.  
The proposed kitchen facilities will produce up to 1.3 million meals each year for the aged and disabled across the 14 partner councils in Victoria, and it is 
expected that the facility could expand production capacity to up to 2.0 million meals per year. 

The Regional Kitchen project was incorporated as Regional Kitchen Pty Ltd in April 2008 and this company is currently holding all funds that have been secured 
for the project.  Once completed, the facility will be leased to RFK Pty Ltd trading as Community Chef who will provide the meal services to the member councils.  
Both Regional Kitchen Pty Ltd and RFK Pty Ltd trading as Community Chef are jointly owned by the 14 partner councils and together, the related organisations 
are known as the Regional Kitchen Group.  The current chair of both organisations is the CEO of the proponent.   

Although the Regional Kitchen Pty Ltd and RFK Pty Ltd are private companies and therefore are entitled to generate and distribute profits, it is noted that as the 
only shareholders are the local councils, any profits would be distributed back to the councils. 

Regional and Local Community Infrastructure Program – Strategic Projects (RLCIP–SP) funding will go towards the design, construction and fit-out of the project.  
In addition the RLCIP–SP funding will also contribute to the work required to commission the facilities, train relevant personnel and become operational by 2010. 

+ Total cost of the project:  The total cost of the project is $30 million and is comprised of the following contributions: 

- RLCIP-SP funding of $9.0 million, representing 30% of the total project cost; 

- proponent funding of $200,000, representing 0.67% of the total project cost; 

- the 13 other partner councils funding of $2.05 million, representing 6.8% of the total project cost; 

- VIC Department of Human Services funding of $6.0 million, representing 30% of the total project cost; and 

- various finance lease agreements and loans of $10.92 million, representing 36.4% of the total project cost.   

- The 14 partner council will also contribute an additional $500,000 in-kind contribution for project management.   

+ Project time-frame:  The key time-frame events are listed below: 

- Community Chef was incorporated in December 2007. 

- Regional Kitchen Pty Ltd was incorporated in April 2008. 

- The project is planned to commence in early 2009.  Although a sufficiently detailed project plan with timetable has not been provided, the proponent expects 
that the project will be completed in December 2010.  
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Proponent Viability – Are there any issues that will significantly impact on the financial capacity of the proponent to make its required contribution to the 
project? 

+ The Proponent Viability risk is assessed as Low.  Our assessment is based on the following financial information as at 30 June 2008: 

- the proponent has generated sound profits in recent years;  

- as at 30 June 2008the proponent holds a significant amount of net assets including $11.2 million in cash; and 

- the proponent has minimal interest bearing liabilities. 

+ However, our assessment has also identified the following key risks which impact the proponent’s viability: 

- the financial capacity of the additional 13 partner councils is indeterminable; and 

- although the proponent appears to be financially capable, the proponent has not indicated that it would fund any shortfalls in the event that other partner 
funding is not secured. 

+ In respect of the key risks identified above, we have identified Proponent Viability risk treatment strategies, which if implemented, would result in a risk 
assessment of Very Low.  

- If this application is successful, prior to entering into a funding deed with the proponent, the Department may wish to consider requesting the proponent 
provide confirmation that it will contribute additional funding the project where required. 

 

Project Delivery Viability – Is the project likely to commence by 1 October 2009 and is it likely to be completed within budget and within the time 
nominated?  Does the proponent have the management capacity to undertake the project? 

+ The Project Delivery Viability risk is assessed as High.  Our assessment is based on the following positive factors: 

- an independent project manager has been appointed to the project; 

- $6.0 million has been secured from the Victorian State Government; 

- cost estimates have been prepared by a quantity surveyor and are available on request;  

- a number of project milestones have already been completed; and  

- a detailed feasibility study has been undertaken. 

+ However, our assessment has also identified the following key risks which impact the project’s delivery viability: 

- there is a $1.3 million funding gap between budget estimates and the amount of funding secured from the 14 partner councils; 

- no details or evidence has been provided in relation to the loan facilities or finance lease contracts to be used to fund $10.9 million of project costs; 

- no evidence has been provided to demonstrate the proposed site has been purchased for the project; 

- approval has not yet been provided for planning and building permits; and 

- it is unclear from the project plan whether construction will commence within six months of signing the funding deed. 

+ In respect of the key risks identified above, we have identified Project Delivery Viability risk treatment strategies, which if implemented, would result in a risk 
assessment of Low. 

- If this application is successful, prior to entering into a funding deed with the proponent, the Department may wish to consider requesting the following: 
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Project Delivery Viability – Is the project likely to commence by 1 October 2009 and is it likely to be completed within budget and within the time 
nominated?  Does the proponent have the management capacity to undertake the project? 

▪ confirmation that the proponent will contribute additional funding where required; 

▪ evidence and details of any loan facilities available for the project; 

▪ evidence and details of any finance lease arrangements; 

▪ confirmation that construction will commence by October 2009; and 

▪ evidence of the quantity surveyor report in relation to cost estimates.  

- If this application is successful, the Department may wish to consider the following as key milestones to the funding deed: 

▪ purchase of the proposed project site by Regional Kitchens Pty Ltd; 

▪ engagement of any finance lease agreements for project equipment; and 

▪ approval for planning and building permits. 

 

Project Sustainability – Is the project likely to be sustainable for the next five years? 

+ The Project Sustainability risk is assessed as Moderate.  Our assessment is based on the following: 

- the project will be sustainable without ongoing assistance from the proponent or other councils; 

- profits are expected to be generated within two years of project completion;  

- a schedule and budget for ongoing maintenance has been provided; and 

- a list of assumptions has been provided in relation to the forecasts. 

+ However, our assessment has also identified the following key risk which impacts the project’s sustainability: 

- no contingency plan has been provided in the event that the Regional Kitchen Group is no longer sustainable. 

+ In respect of the key risks identified above, we have identified the following Project Sustainability risk treatment strategy, which if implemented, would result in a 
risk assessment of Low. 

- If this application is successful, prior to entering into a funding deed with the proponent, the Department may wish to consider requesting the proponent to 
provide details of a contingency plan to ensure the continuation of the project if the Regional Kitchen Group is no longer sustainable. 
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Section 2 
 

Proponent’s Background 
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2a:  Proponent Details 

Legal name of council: Hobsons Bay City Council. 

Address: 115 Civic Parade, Altona VIC 3018. 

ABN: 24 936 107 898. 

GST registration status: Registered for GST. 

 

2b:  Description of the Project 

Description of the project and what it 
will deliver: 

+ The project is the Regional Kitchen Project. 

+ The project will deliver a large scale kitchen facility to be used to provide meals under the Home and Community Care 
(HACC) program.  The proposed kitchen facilities will produce up to 1.3 million meals each year for community meals 
for the aged and disabled across the 14 partner councils in Victoria and it is expected that the facility could expand 
production capacity to up to 2.0 million meals per year. 

The Regional Kitchen project was incorporated as Regional Kitchen Pty Ltd in April 2008 and this company is currently 
holding all funds that have been secured for the project.  Once completed, the facility will be leased to RFK Pty Ltd 
trading as Community Chef who will provide the meal services to the member councils.  Both Regional Kitchen Pty Ltd 
and RFK Pty Ltd trading as Community Chef are jointly owned by the 14 partner councils and together, the related 
organisations are known as the Regional Kitchen Group.  The current chair of both organisations is the CEO of the 
proponent.   

Although the Regional Kitchen Pty Ltd and RFK Pty Ltd are Pty Ltd companies, and therefore may aim to generate 
profits, it is noted that as the only shareholders are the local councils, any profits would be distributed back to the 
councils. 

RLCIP – SP funding will go towards the design, construction and fit-out of the project.  In addition the RLCIP – SP 
funding will also contribute to the steps required to commission the facilities, train relevant personnel and become 
operational by 2010. 

Details of project location: + Lot 10, Drake Blvd Altona VIC 3018. 

When the project is intended to 
commence? 

+ Research and planning of the project commenced in 2005 following a Victorian State Government review of Meals on 
Wheels services in Victoria. 

+ The project is planned to commence in early 2009, no specific details have been provided.   

When the project is intended to be 
completed? 

+ The project is planned to take 12 -18 months to complete, based on a project commencement of early 2009. 

+ The project is due to be completed in December 2010. 
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2b:  Description of the Project 

Total project cost: + The total cost of the project is $30.0 million and is comprised of the following contributions: 

- RLCIP-SP funding of $9.0 million, representing 30% of the total project cost; 

- proponent funding of $200,000, representing 0.67% of the total project cost; 

- the 13 other partner councils funding of $2.05 million, representing 6.8% of the total project cost; 

- VIC Department of Human Services funding of $6.0 million, representing 30% of the total project cost; and 

- various finance lease agreements and borrowings of $10.92 million, representing 36.4% of the total project cost.   

- The 14 partner council will also contribute an additional $500,000 in-kind contribution for project management.   

Amount of funding sought from 
RLCIP-SP – Strategy Projects? 

+ $9.0 million. 

+ The above funding, if approved would account for 30% of the project’s total cost. 

Where applicable, the details of 
financial contribution of other 
contributing project partners: 

+ The balance of the project cost $21.0 million or 70% will be funded by the 14 partner councils (which includes the 
proponent), the Victorian State Department of Human Services and other borrowings and finance leases 

Contributing Partner Financial Contribution In-Kind Contribution 

14 partner councils $2.25 million $500,000 – project management 

Victorian State Department of Human 
Services* 

$6.00 million  

Unknown finance leases and borrowings $10.92 million  

Total $19.17 million $500,000 

       * conditional upon project construction commencing by 1 June 2009, a registered project manager being appointed, an 
open tender process for construction and completion by December 2010. 
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Section 3 
 

Project Delivery Viability 
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3a:  Risk Factor Assessment Table  

The following table details the risk factors that might impact on the project being able to be completed on time and within budget. 

Risk Factors Assessment Risk Treatment Strategy  

(if applicable) 

1. The proponent’s expertise/skills 
to deliver the project in a timely 
manner. 

Positive 

+ The proponent has provided details of previous experience in undertaking 
infrastructure projects funded using Commonwealth and / or State Government 
grants. 

+ The proponent has indicated that the project is being developed by an 
experienced team with representation from a number of the partner councils.  
A summary of their relevant qualifications and experience has been included with 
the application. 

+ An independent project manager from a property consultancy firm has been 
appointed to the project.  A summary of experience has been included that 
indicates that the project manger is a qualified architect and has the relevant 
expertise and skills to deliver a project of this nature on time and within budget.   

+ Not applicable.  

 

2. Whether the proponent has the 
financial capacity to make its 
required contribution to the project. 

+ The following table provides a summary of the proponent’s key financial results 
for the 12 months ending 30 June 2008, 30 June 2007 and 30 June 2006. 

+  + Year Ended 
30 June 2008 

$’000s 

+ Year Ended 
30 June 2007 

$’000s 

+ Year Ended 
30 June 2006 

$’000s 

+ Revenue 89,559 82,028 74,849 

+ Profit 5,151 4,768 637 

+ Net Assets 611,076 520,736 500,940 

+ Current Ratio 1.03 1.14 1.33 

+ Debt / Equity 
Ratio 

0.00 0.01 0.01 
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Risk Factors Assessment Risk Treatment Strategy  

(if applicable) 

 Positive 

+ The proponent has returned sound profits that have increased in recent years. 

+ As at 30 June 2008, the proponent had access to significant levels of cash 
($11.2 million) and appeared to be capable of providing the $200,000 that the 
proponent is to contribute to the project itself, as well as additional funds if 
required. 

+ In addition, as at 30 June 2008, the proponent held a substantial level of net 
assets ($611.1 million) that have increased in recent years. 

+ The proponent has minimal interest bearing liabilities. 

+ The proponent has secured partnership funding from the Victorian Department of 
Human Services ($6.0 million) and 13 other municipal councils ($2.1 million). 

+ Given the proponent’s net asset position and current debt to equity ratio it 
appears that it would be capable of obtaining sufficient borrowings to fund any 
additional aspects of the project or partner funding that did not materialise. 

Negative 

+ As at 30 June 2008 the proponent’s current ratio was only just greater than 1, 
being 1.03.  Although the proponent may have some surplus cash left over, it 
may need to borrow additional funds to meet its project contributions or to meet 
any additional funding required by the project.  However, the proponent’s net 
asset position and current debt to equity ratio indicate that it would be capable of 
taking sufficient borrowings to fund any additional aspects of the project. 

+ The financial capacity of the other 13 partner councils to provide additional funds 
to the project is indeterminable.  However, given that the councils are all 
established councils and the contributions required are relatively small, the 
partner councils should have the capacity to provide these funds. 

+ If this application is successful, 
prior to entering into a funding 
deed with the proponent, the 
Department may wish to consider 
requesting confirmation that the 
proponent will contribute 
additional funding to the project 
where required. 
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Risk Factors Assessment Risk Treatment Strategy  

(if applicable) 

3. The level and status (e.g. 
contribution received; contribution 
committed but yet to be received; 
contribution in negotiation) of any 
of the funding contributions for the 
project and whether there are 
conditions attached to this funding, 
and whether it will be available 
when required. 

+ The proponent has indicated that the project will receive additional funding from 
the following sources: 

- Victorian Department of Human Services - $6.0 million.  This grant is 
conditional upon building commencing by 1 June 2009, a registered project 
manager being appointed, an open tender process for development and 
completion by December 2010; 

- Banyule City Council - $200,000 (cash) and $29,425 (in-kind); 

- Brimbank City Council - $20,602 (in-kind); 

- Greater Dandenong City Council - $200,000 (cash) and $66,793 (in-kind); 

- Darebin City Council - $200,000 (cash) and $66,793 (in-kind); 

- Greater Geelong City Council - $200,00 (cash) and $20,602 (in-kind); 

- Hume City Council – $250,000 (cash) and $25,013 (in-kind); 

- Macedon Ranges Shire Council - $20,602 (in-kind); 

- Maribyrnong City Council - $20,602 (in-kind); 

- Melton Shire Council - $200,000 (cash) and $25,013 (in-kind); 

- Moonee Valley City Council - $200,000 (cash) and $29,425 (in-kind); 

- Mooreland City Council - $200,000 (cash) and $29,425 (in-kind); 

- Stonnington  City Council - $200,000 (cash) and $57,969 (in-kind);  

- Yarra City Council - $200,000 (cash) and $20,602 (in-kind); and 

- Regional Kitchen Pty Ltd will enter into loan and lease agreements totalling 
$10.9 million. 

Positive 

+ The proponent has provided evidence that $6.0 million has been secured from 
the Victorian Department of Human Services. 

+ The proponent has provided evidence that $2.25 million has been secured from 
the 14 partner councils. 

+ If this application is successful, 
prior to entering into a funding 
deed with the proponent, the 
Department may wish to consider 
obtaining the following: 

- details any loans facilities 
available for the project; 

- details of the finance leases; 
and 

- confirmation that the 
proponent will contribute 
additional funding where 
required. 
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Risk Factors Assessment Risk Treatment Strategy  

(if applicable) 

 Negative 

+ No details or evidence of loans and finance leases to be secured by Regional 
Kitchens Pty Ltd have been provided.  In accordance with the project budget 
template, the total amount to be borrowed and / or leased is $10.9 million. 

+ Although additional funding for any project overruns will be funded by borrowings, 
it is unclear as to who would obtain these borrowings as no evidence or details of 
any facilities have been provided. 

+ There is a $1.3 million gap between the amount of revenue secured from partner 
councils and the contribution to be provided by the partner councils as per the 
budget estimates.  It is unclear as to whether these costs would be funded by the 
proponent or all of the 14 partner councils.   

+ However, based on the analysis undertaken in 3a (3) above, the proponent 
appears to have the financial capacity to meet these additional costs if it is 
required to do so. 

 

4. Whether there are any risks 
associated with the ownership of 
equipment or facilities or other 
assets to be used in the delivery of 
the project. 

Negative 

+ No evidence has been provided that Regional Kitchens Pty Ltd has purchased 
the land for the proposed site.  

+ No details or evidence has been provided in relation to any lease agreements for 
equipment used in the fit-out of the project.  The project budget template 
indicates that finance lease costs will be on capital aspects of the budget.   

+ The project site and any purchased equipment will not be wholly owned by the 
proponent. 

+ If this application is successful, 
the Department may wish to 
consider the following as key 
milestones to the funding deed: 

- the purchase of the land by 
Regional Kitchens Pty Ltd; 
and 

- the engagement of necessary 
finance lease contracts for 
project equipment. 

5. Whether there is any need for 
planning approvals or licenses and 
whether these requirements have 
been obtained. 

+ The proponent has indicated that the project requires the following permits: 

- planning permit; and 

- building permit. 

Negative 

+ Although the proponent is responsible for issuing the above permits, approvals 
have not yet been provided. 

+ If this application is successful, 
the Department may wish to 
consider as a key milestone to 
the funding deed, approvals for 
planning and building. 
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Risk Factors Assessment Risk Treatment Strategy  

(if applicable) 

6. Whether the project plans, 
budget and time-frames appear 
reasonable and will result in 
construction commencing by 
1 October 2009. 

Positive 

+ The proponent has indicated that some of the key milestones set out in the 
project plan, such as incorporating Regional Kitchen Pty Ltd and RFK Pty Ltd, 
and obtaining a $6.0 million Victorian State Government grant, have already been 
completed.   

+ The proponent has indicated that the project is expected to be completed in 
December 2010. 

+ The $6.0 million grant from the Department of Human Services requires 
construction to commence by June 2009. 

Negative 

+ The timeline has indicated that that process fit-out will occur between March 2010 
and July 2010.  It is unclear from the project plan as to whether construction will 
commence within six months of the proponent entering into a funding deed with 
the Department. 

+ If this application is successful, 
prior to entering into a funding 
deed with the proponent, the 
Department may wish to consider 
obtaining confirmation that the 
construction will commence by 
October 2009. 

7. Whether the cost item estimates 
are comprehensive, current and 
have been costed appropriately 
and realistically, and/or have 
quotes been obtained and have 
they been included with the 
application. 

Positive 

+ The proponent has indicated that cost items have been reviewed by an 
independent quantity surveyor and are available upon request from the 
proponent. 

Negative 

+ Evidence of supporting documentation to demonstrate that the cost items have 
been prepared by a quantity surveyor has not been included. 

+ No support has been provided for other support costs associated with the project. 

+ If this application is successful, 
prior to entering into a funding 
deed with the proponent, the 
Department may wish to consider 
requesting the quantity surveyors 
report and / or any other 
documentation to support the 
budget estimates. 

8. If applicable, the results of any 
previous stages of this project. 

Positive 

+ Since 2005, the proponent has completed various milestones in preparation for 
undertaking the project.  These include: 

- undertaking a feasibility study (2005); 

- incorporation of the project (April 2008); 

- receiving a state Government Grant (2007/08); 

- receiving equity in the project (2007/08, 2008/09); and 

- selecting a project site (June 2008). 

+ Not applicable.  
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Risk Factors Assessment Risk Treatment Strategy  

(if applicable) 

9. If applicable, whether funding for 
future stages is secured. 

+ Not applicable. + Not applicable.  

10. Additional relevant information 
from any Project Plans or 
Feasibility Studies provided. 

Positive 

+ The proponent has indicated that a feasibility study was conducted on the project 
in 2005.  The Regional Kitchen Group’s 2009 business plan provides details of 
the key drivers for undertaking the project following the feasibility study that was 
conducted.  

+ These drivers indicated the following: 

- there was sufficient demand for meal services and a lack of providers; 

- there was a need to address food and health issues within the aged and 
disabled community currently utilising meal services;  

- the current kitchen system exposed the councils to unacceptable levels of 
financial risk; and 

- capital expenditure to upgrade current kitchens was beyond the reach of 
councils individually.  

+ The details of the project demonstrate that the project is aimed at addressing the 
above issues. 

+ The project plan includes pre construction planning that has already been 
completed and includes an appropriate trial of the facility once completed.  

+ The proponent has indicated that an independent risk analysis was undertaken 
by Acumen Alliance in April 2007 with a number of high level risks identified. 

+ The 2009 business plan identified the following risks of immediate high level 
concern to the project: 

- time delay; 

- industrial relations; 

- transition (start-up); 

- communications; 

- meal pricing; and 

- project management. 

+ If this application is successful, 
the Department may wish to 
consider as a key milestone to 
the funding deed that the 
proponent provides details of any 
contingency plan to address the 
key risks identified by the 
proponent. 
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Risk Factors Assessment Risk Treatment Strategy  

(if applicable) 

 + The proponent has indicated that the development of detailed contingency plans 
and securing additional Commonwealth funding will assist in mitigating the risks 
identified for the timely delivery of the project. 

Negative 

+ The proponent has not provided details of any contingency plans in relation to the 
above identified risks. 

 

11. The results of any independent 
viability assessments if undertaken. 

+ Not applicable.  + Not applicable.  

12. Other. + The following table identifies the amount of RLCIP-SP funding requested as a 
proportion of the total project costs and the proponent’s total revenues 
respectively. 

RLCIP-SP funding as a % of total project costs 30% 

RLCIP-SP funding as a % of total proponent revenues 10% 

Positive 

+ The project has been incorporated as Regional Kitchens Pty Ltd, whose shares 
are exclusively held by the 14 municipal councils associated with the project.   

Negative 

+ Although the proponents’ financial capacity to provide any additional financial 
support has been assessed, details of the financial capacity of the other 13 
partner councils to provide additional support has not been provided. 

+ Not applicable.  
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3b:  Risk Analysis  

The following tables detail our analysis of the risks identified in Assessment Area 3a.  We note that proposed risk treatment strategies are limited by: 

+ the fact that 100% of funding will be paid upon execution of the recipient’s Funding Agreement; 

+ that the aim is for Funding Agreements to be finalised within four weeks of the letter of offer being issued; and 

+ the fact that construction must commence within six months of the Funding Agreement being signed. 

Risk Analysis Table 

Risk Category Risk(s) Proposed Treatment(s) 

Proponent Viability + As at 30 June 2008 the proponent’s current ratio was only 
just greater than 1, being 1.03.  Although the proponent 
may have some surplus cash left over, it may need to 
borrow additional funds to meet its project contributions or 
to meet any additional funding required by the project.   

+ If this application is successful, prior to entering into a 
funding deed with the proponent, the Department may wish 
to consider requesting confirmation that the proponent will 
contribute additional funding to the project where required. 

+ The financial capacity of the other 13 partner councils to 
provide additional funds to the project is indeterminable and 
the willingness of the proponent to fund any additional 
funding has not been provided. 

For further details of the Proponent Viability risks identified in the above table, please refer to section 3a (2) and of this report. 

 

The following table provides an overall pre-treatment and post-treatment risk rating for the Proponent Viability risks based on the Department’s Risk Matrix. 

Risk Rating Table 

Risk Category Pre-treatment Risk Rating Post-treatment Risk Rating 

Proponent Viability Low. Very Low. 
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The following table details our analysis of the Project Delivery Viability risks as identified in Section 3a of this report.  We note that the proposed Project Delivery 
Viability risk treatment strategies are limited by: 

+ the fact that 100% of funding will be paid upon execution of the recipient’s Funding Agreement; 

+ that the aim is for Funding Agreements to be finalised within four weeks of the letter of offer being issued; and 

+ the fact that construction must commence within six months of the Funding Agreement being signed. 

Risk Analysis Table 

Risk Category Risk(s) Proposed Treatment(s) 

Project Delivery Viability + No details or evidence of loans and finance leases to be 
secured by Regional Kitchens Pty Ltd have been provided.  
In accordance with the project budget template, the value of 
these finance leases and borrowings is $10.9 million. 

+ If this application is successful, prior to entering into a 
funding deed with the proponent, the Department may wish 
to consider requesting the proponent to provide details of 
the following: 

- any loans facilities available for the project; and 

- details of any finance leases. 

+ There is a $1.3 million gap between the amount of revenue 
secured from partner councils and the contribution to be 
provided by the partner councils as per the budget 
estimates. It is unclear as to whether these costs would be 
funded by the proponent or the 14 partner councils.   

+ If this application is successful, prior to entering into a 
funding deed with the proponent, the Department may wish 
to consider requesting confirmation that the proponent will 
contribute additional funding where required. 

+ No evidence has been provided that Regional Kitchens Pty 
Ltd has purchased the land for the proposed project site.  

+ If this application is successful, the Department may wish to 
consider as a key milestone to the funding deed,  the 
purchase of the land by Regional Kitchens Pty Ltd. 

+ No details or evidence has been provided in relation to any 
lease agreements for equipment to be used in the fit-out of 
the project.  

+ If this application is successful, the Department may wish to 
consider as a key milestone to the funding deed, the 
engagement of necessary finance lease contracts for 
project equipment.  

+ Although the proponent is responsible for issuing the 
planning and building permits, approvals have not yet been 
provided 

+ If this application is successful, the Department may wish to 
consider as a key milestone to the funding deed, approval 
for planning and building permits. 

+ It is unclear from the project plan as to whether construction 
will commence within six months of signing the funding 
deed. 

+ If this application is successful, prior to entering into a 
funding deed with the proponent, the Department may wish 
to consider requesting confirmation that the construction will 
commence by October 2009. 
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Risk Analysis Table 

Risk Category Risk(s) Proposed Treatment(s) 

+ The proponent has not included further supporting 
documentation that the budget estimates provided have 
been reviewed by a quantity surveyor. 

+ If this application is successful, prior to entering into a 
funding deed with the proponent, the Department may wish 
to consider obtaining the quantity surveyor report and / or 
any other documentation to support the budget estimates. 

+ The proponent has not provided details of any contingency 
plans in relation to the risks identified from the risk 
assessment. 

+ If this application is successful, the Department may wish to 
consider as a key milestone to the funding deed that the 
proponent provides details of any contingency plan to 
address the key risks identified by the proponent. 

For further details of the Project Delivery Viability risks identified in the above table, please refer to section 3a (1) and (3) to (12) of this report. 

 

The following table provides an overall pre-treatment and post-treatment risk rating for the Project Delivery Viability risks based on the Department’s Risk Matrix. 

Risk Rating Table 

Risk Category Pre-treatment Risk Rating Post-treatment Risk Rating 

Project Delivery Viability High  Low  
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Section 4 
 

Project Sustainability  
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4a:  Risk Factor Assessment Table  

The following table details the risk factors that might impact on the project being sustainable for a minimum of five years once it has been delivered. 

Risk Factor Assessment Risk treatment strategy  

(if applicable) 

1. The proponent’s expertise/skills to 
sustain the project into the future. 

Positive 

+ The proponent has indicated that once completed, the project will be 
managed by the board of directors for RFK Pty Ltd, the board of directors for 
Regional Kitchens Pty Ltd and the CEO of the Regional Kitchens group. 

+ The summary of experience provided demonstrates those responsible for 
sustaining the project have sufficient skills and expertise.  

+ Not applicable. 

2. Whether there are any risks 
associated with the ownership of 
equipment or facilities or other 
assets that will impact on the 
sustainability of the project. 

+ See section 3a (4). 

 

+ See section 3a (4). 

 

3. How the proponent proposes the 
project will be sustained once it has 
been delivered (i.e. whether the 
project will be self-sustaining, 
whether it will be sustained by the 
proponent, whether it will be 
sustained by another entity, or 
whether it will be sustained by some 
combination of the above). 

Positive 

+ The Regional Kitchen Group 2009 business plan indicates that the project 
will become sustainable in the future and receive revenues through meals 
provided under the HACC Program.  

+ Income projections set out in the Community Chef forecasts indicate that the 
project will not require further council contributions once the project has been 
completed in 2010, and will continue to be operated by RFK Pty Ltd trading 
as Community Chef. 

+ The proponent has indicated that the project will return profits from its second 
full year of operation (2012). 

+ Project forecasts have been provided for the next ten years and indicate that 
profits will continue to be generated after 2012. 

+ Not applicable. 

4. The ongoing maintenance and 
management strategies (including 
who will be responsible). 

Positive 

+ Future ongoing maintenance has been budgeted for and will be the 
responsibility of RFK Pty Ltd trading as Community Chef. 

+ The maintenance budget is forecast to increase over time and assumptions 
relating to this maintenance budget have been provided. 

+ Not applicable. 
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Risk Factor Assessment Risk treatment strategy  

(if applicable) 

5. Whether the cashflow projections 
support the ongoing viability of the 
project. 

+ The following table details the project’s three year profit and loss projections.  

 Year Ended 
30 June 2009 

$’000s 

Year Ended 
30 June 2010 

$’000s 

Year Ended 
30 June 2011 

$’000s 

Revenue 1,519 1,746 11,321 

Expenses 1,361 2,463 13,245 

Profit 158 (717) (1,924) 

 

Positive 

+ The forecasts for the project once operational from December 2010 indicate 
that the project will be sustainable for a minimum of five years following the 
completion of the project. 

+ Following 2011, the proponent has indicated that the project expects to 
return a profit of $814,000 for the year ending 30 June 2012, with similar 
profits expected in the years following. 

Negative 

+ The forecast profit and loss indicates that the project will be expected to 
make losses during the initial years when the facility is being constructed.  
These losses may be mitigated by the future expected profits following 
completion of the project. 

+ The project has been incorporated and will act independently to the 
proponent. It is therefore not supported by the asset base of the proponent if 
it experiences financial difficulty.  The proponent has not provided any 
contingency plan in the event the Regional Kitchen is longer a sustainable 
entity. 

+ If this application is successful, prior 
to entering into a funding deed with 
the proponent, the Department may 
wish to consider requesting details 
of a contingency plan to ensure the 
continuation of the project if the 
Regional Kitchen Group is no longer 
sustainable.  (This could include 
confirmation by the proponent that it 
and the other councils would 
guarantee the debts of either 
company in the Regional Kitchens 
Group). 
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Risk Factor Assessment Risk treatment strategy  

(if applicable) 

6. Whether the assumptions on 
which the physical and financial 
projections within the feasibility 
study/business plan/project plan are 
valid and support the viability and 
sustainability of the project, in 
particular: 

i. whether the costs outlined in 
the budget are comprehensive, 
current, fair and reasonable; 
and 

ii. whether the applicant has 
undertaken adequate market 
research to demonstrate there 
is sufficient market demand for 
the product or service defined 
in the proposal. 

Positive 

+ The proponent has provided a detailed financial projection for the project and 
has included a list of assumptions associated with the financial projections. 

+ These assumptions include increases over time in accordance with CPI and 
other increases supported by justification and evidence. 

+ Assessment of project cost items has been undertaken by a quantity 
surveyor, WT Partnership. 

+ A detailed feasibility study was undertaken in 2005 following a review of 
HACC program services in Victoria. 

 

+ Not applicable. 

7. Whether there are any relevant 
industry factors that may impinge on 
the viability of the project proposal. 

+ Not applicable. + Not applicable. 

8. The results of any independent 
viability assessments if undertaken 

+ Not applicable. + Not applicable. 

9. Whether funding arrangements 
are in place for any future stages of 
the project that are likely to impact 
on the sustainability of this stage of 
the project. 

+ Not applicable. + Not applicable. 

10. Other. + Not applicable. + Not applicable. 
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4b:  Risk Analysis  

The following table details our analysis of the risks identified in Assessment Area 4a.  We note that proposed risk treatment strategies are limited by: 

+ the fact that 100% of funding will be paid upon execution of the recipient’s Funding Agreement; 

+ that the aim is for Funding Agreements to be finalised within four weeks of the letter of offer being issued; and 

+ the fact that construction must commence within six months of the Funding Agreement being signed. 

 

Risk Analysis Table 

Risk Category Risk(s) Proposed Treatment(s) 

Project Sustainability + No evidence has been provided that Regional Kitchens Pty 
Ltd has purchased the land for the proposed project site.  

+ If this application is successful, the Department may wish to 
consider as a key milestone to the funding deed, the 
purchase of the land by Regional Kitchens Pty Ltd. 

+ No contingency plan has been provided in the event the 
Regional Kitchen Group is longer a sustainable entity. 

+ If this application is successful, prior to entering into a 
funding deed with the proponent, the Department may wish 
to consider requesting details of a contingency plan to 
ensure the continuation of the project if the Regional 
Kitchen Group is no longer sustainable. 

For further details of the Project Sustainability risks identified in the above table, please refer to section 4a of this report. 

 

The following table provides an overall pre-treatment and post-treatment risk rating for the Project Sustainability risks based on the Department’s Risk Matrix. 

Risk Rating Table 

Risk Category Pre-treatment Risk Rating Post-treatment Risk Rating 

Project Sustainability Moderate. Low. 

 

 




