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TO: ICC COUNCIL FINANCE AND POLICY COMMITTEE 
 
FROM: PAUL CASSON (CEO) VENTURE SOUTHLAND 
 
MEETING DATE: 3 MAY 2016 
 

SPLASH PALACE BUSINESS CASE AND IMPACT ASSESSMENT 
 
Report Prepared by: IMPACT CONSULTING AND ACCOUNTING 
 
On the 16 November 2015 Chief Executive Richard King indicated that Council had resolved 
not to accept the independent Splash Palace Gym Proposal report presented on the 15 
September 2015, and that an independent report be sought through Venture Southland.  
 
Council resolved not to accept the report due to; 
 

1. It was only a review of what Council had already been provided with not an 
independent business plan, and 

2. It did not address adequately the effects on private gym operators if the proposal 
proceeded. 
 
Impact Consulting and Accounting (Sport, Tourism &Business Management 
Consultants) were engaged to address the two key unresolved questions; 
 

• Will the proposed facility be viable?  
• What will be the impact on private gym operators (based on a community 

specific needs assessment and demand validation? 
 
It was from this context that Impact Consulting was approached to undertake 
localised quantitative research, and review the position of the project from an 
independent perspective.  
 
This would address key questions in a robust and logical manner to enable the 
Invercargill City Council and Stakeholders to make an informed decision on localised 
facts, real needs, and a realistic evaluation of the uptake and the wider impact on 
other fitness gym providers. 
 
A project team was formed which included Cameron McIntosh (Director of Works and 
Services), Peter Thompson (Aquatic Services Manager) from the Invercargill City 
Council, and Venture Southland representatives Steve Canny (GM Business and 
Strategic Projects) and Paul Casson (Chief Executive) together with the Impact 
Consultants Josh Bruce and Lindsay Dey (Director). 
 
Lindsay Dey will be present on the 3 May to take Councillors through the report’s 
findings summary and recommendations.  
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The Findings of this Investigation indicated the following: 
 
Market Position and Pricing 
 

• The proposed pricing is deemed to be fair based on current market rates, will not 
undercut existing providers. The projected membership levels are considered to be 
achievable in line with national averages for similar facilities. 

 
Section 5: Research 
 

• The site is considered accessible to all parts of Invercargill and by people of all 
income levels. 

• The pool plays a role in drawing visitors to the city, with 26% of members coming 
from outside the city, thus the proposed facility will service a wider catchment than 
existing gyms. 

• The pool has strong connections with many specific communities of need and will 
assist in meeting their requirements, including injury rehabilitation services, elderly 
care services and medical organisations. 

• There is an unmet demand. 
• The proposed gym will act as a gateway facility, appealing to people who don’t 

currently go to a gym. 
• The required number of full members to make the facility financially sustainable is 

considered achievable. 
• In the short term there will be a direct impact on existing gyms with an anticipated 

movement of 6.3% of total members across all providers to the new facility. 
• In the medium to long-term the proposed facility is projected to have a net benefit for 

the growth of the local fitness industry. 
 

Section 6: Gym Capacity 
 

• The projected membership can be considered realistic based on anticipated demand 
and the capacity of the proposed gym. 

• Research indicates that the proposed gym will not have capacity to cater for the 
projected total demand. This will further enhance the ability of the gym to act as a 
gateway facility. With a referral system in place to redirect surplus demand, this will 
benefit the local fitness industry as a whole. 
 

Section 7: Business Case 
 

• The proposed facility is projected to be financially sustainable and will significantly 
enhance the viability of the overall Splash Palace renovations. 

• A first year loss is projected due to equipment purchases. If these were capitalised as 
part of the construction and fit out, the gym is projected to cover all its own 
operational costs and the majority of debt servicing requirements for the project as a 
whole within its first year of operation. 

 
 
RECOMMENDATIONS 
 
1) As far as possible Invercargill City Council do not wish to compete directly with existing 
fitness gyms.  
 
It is recommended that Splash Palace exclusively offer gym + swim memberships with 
no option for gym membership or entry on its own.  
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It is recommended that, if constructed, the proposed gym is primarily marketed to 
those who already attend Splash Palace and a clear marketing budget is established 
within the gyms own operational expenses to minimise any perceived or real financial 
/ promotional advantage over existing facilities.  
 
 
2) As far as possible the Invercargill City Council wish the proposed facility to be self-
sustaining including covering its own setup, establishment, staffing and marketing expenses.  
 
If the facility is built, pre-sale of memberships prior to the gym opening is 
recommended in order to increase uptake in the first year of operation and ensure the 
facility is self-sustaining as soon as possible.  
 
3) One of the stated intentions of the proposed gym is to be a gateway facility for people new 
to gym exercise. In order to achieve this objective:  
 
It is recommended that if the project is progressed, despite an anticipated excess 
demand, the smaller 186m2 gym size is built as planned. Future proofing of the facility 
should be taken into consideration.  
 
However, the current project should focus on the proposed 186m2 facility in order to 
ensure financial sustainability and as far as possible utilise insufficient capacity to 
refer potential clients to existing gyms.  
 
It is recommended that a referral system is established and strong working 
relationships are developed with existing gyms.  
 
4) If progressed the Invercargill City Council intend the proposed facility, as far as possible, 
to meet the needs of the community as a whole.  
 
Given the high level of interest in fitness gym use expressed by survey respondents 
under the age of 16 year, it is recommended that consideration is given to education 
or fitness programmes that may be appropriate for this age group and could help fill 
quiet periods during week days.  
 
It is recommended that the pool management team look to develop partnerships with 
the District Health Board, ACC and other rehabilitation providers, especially those 
working with the elderly and community members with physical or mental disabilities. 
Invercargill has an aging population and this will be a growing area of need. These 
activities will also help to increase utilisation during quieter periods of the day.  
 
5) Splash Palace is part of an overall network of facilities which seek to provide opportunities 
for the health and wellbeing of the local community.  
 
It is recommended that, as well as being looked at as a unique component, the 
proposed gym and Splash Palace redevelopment as a whole is taken into 
consideration within this wider ecosystem.  
 
6) Current projections indicate a first year loss due to required equipment purchases.  
 
It is recommended that if built, consideration is given to debt funding equipment 
purchases and spreading the cost of these over subsequent years.  
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SPLASH PALACE BUSINESS CASE AND IMPACT ASSESSMENT REPORT 
 
Attached for consideration and will be presented to Council on the 3 May 2016. 
 
 
CONCLUSION 
 
This report addresses the key questions asked by Councillors regarding the Splash Palace 
Gym Proposal in a robust and logical manner to enable the Invercargill City Council and 
Stakeholders to make an informed decision on localised facts, real needs and a realistic 
evaluation of the uptake and the wider impact on other fitness gym providers as requested. 
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