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1 Background and Purpose 

Background and Context 

Public aquatic leisure centres can transform and bring together communities – they offer 

opportunities for people to improve their health and wellbeing, places for socialisation and provide 

employment opportunities for residents. However, aquatic leisure facilities are among the most 

expensive services a Council can provide to its residents and community. The City of Sydney (the 

City or Council) has continued to invest in the operation of the facilities as they generate significant 

health, social and economic benefits for the broader community. 

In 2021, the Royal Life Saving Society of Australia and PWC1 undertook research to identify the 

estimated benefits of the 2,114 aquatic leisure facilities across Australia. The research identified that 

an estimated $9.1B of social ($3.8B), health ($2.5B) and economic ($2.8B) benefits are generated 

from aquatic leisure facilities annually.  More specific to the City, the research found that capital cities 

realised a social benefit of $4.87 for every $1 spent for operating the facilities, compared to $2.18 for 

the equivalent spend for regional facilities.  The report also estimated that approximately 33,600 full-

time equivalent positions are required to support aquatic leisure facilities across Australia.  

The City’s aquatic leisure facilities provide a multitude of benefits to the broader community 

including: 

• Water safety and swimming lessons 

• Recreational swimming 

• Aquatic fitness and conditioning (i.e. lap swimming, aqua exercise) 

• Rehabilitation and therapy services for those with a disability, injury or mobility issues 

• Health and fitness programs and services 

• Social sporting competitions 

• Competitive sporting events (i.e. water polo, underwater hockey, carnivals etc.) 

• Community-based events (i.e. Yabun, community open days etc.) 

• Family-focused programs and services  

• Socialisation opportunities that connect people and reduce feelings of isolation 

• Respite from extreme heat conditions 

• Employment opportunities, leadership development and training  

Prior to the expiration of its two (2) aquatic leisure services contracts, the City of Sydney (the City or 

Council) has committed to undertaking a detailed Aquatic Leisure Services Management Options 

Evaluation (the Project or Evaluation).  This Evaluation aims to assess and explore the different 

management models available in the market.   

At the May 2021 Council Meeting, a resolution was made to extend the two (2) aquatic leisure 

contracts for a further two (2) years until 31st March 2024. The principal reasons for the contract 

extensions were the uncertainty and risk in the market as a result of the ongoing impacts of the 

COVID-19 pandemic and the short operating history of Gunyama Park Aquatic and Recreation 

Centre, to ensure competitive responses for a tender.   

  

 

1 The Social, Health and Economic Value of the Australian National Aquatic Industry (July 2021) 
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Project Purpose  

The Evaluation incorporates the following aquatic and leisure facilities in the order outlined in the 

project specification: 

• Andrew (Boy) Charlton Pool. 

• Prince Alfred Park Pool. 

• Victoria Park Pool. 

• Cook and Phillip Park Aquatic and Fitness Centre. 

• Ian Thorpe Aquatic Centre. 

• Gunyama Park Aquatic and Recreation Centre. 

The project's purpose is to provide independent advice on the most appropriate management model 

for the City’s existing aquatic leisure facilities. Harbour water bodies that are used and accessible are 

excluded from the scope of this evaluation. 

This will provide the following: 

• An overview of the current operational performance of the facilities under the outsourced 

management model. 

• A detailed comparison of potential options for the future management and operation of the 

Aquatic Leisure Facilities. 

• High-level financial projections for the facilities for each of the potential management 

models. 

• Recommendation/s on a preferred management model for the future operation of the centres 

when the current contracts expire. 
 

As part of the project, guiding principles and strategic objectives were developed to inform the 

decision-making on the most appropriate management model for the facilities. 

Process Background 

The project and the associated analysis have been undertaken independently with consideration of 

the City of Sydney's project brief. The operational performance evaluation has been based on the 

information provided by City Officers from the incumbent, industry data, insights from Council 

Officers and other independent research.   

In relation to the projected future performance of the Aquatic Leisure Facilities, pre-COVID-19 

performance data has been used to assist in evaluating different management model scenarios.   

For context, for the evaluation, the financial projections have been developed to represent the 

‘Contract Cost’ of operating the facilities and not the ‘Service Cost’ to Council to provide the service.  

Outlined below is the differentiation of costs: 

• Contract Cost - is the cost to operate the facilities based on the agreed contract structure 

with the incumbent management group.  The contract costs include all operational income 

and operational expenses, incorporating aquatic maintenance and contract expenses (from 

the operator), and exclude facility maintenance, utilities, contract support (Council officers), 

corporate service costs, asset renewal and depreciation. 

• Service Cost - is the cost to operate the facilities and the additional costs of facility 

maintenance and utilities (excluded from the current contract).  The service costs exclude 

contract support (Council officers), corporate service costs, asset renewal and depreciation. 

 



 

          CONFIDENTIAL             Page | 4 

2 Management Options Evaluation Overview 
An overview of the potential management models that form part of the Aquatic Leisure Services 

Management Options Evaluation is outlined below: 

a) Council Managed (In-house Model) – Under this option, Council would manage the facilities by 
appointing a suitably qualified manager and staff. The manager and staff would be engaged as 
salary and wage employees while Council would provide the corporate services function (i.e. 
human resources, finance and information technology support). In most instances of in-house 
management, the structure within the Council would enable the service to be managed as a 
business unit with delegated authority. While the in-house option provides greater control over 
the management of centre operations, particularly from a strategic alignment perspective, it can 
potentially come at a higher cost than other options.    

b) Outsourced (Third-Party Management Group) - This model, which is currently in place for the 
City’s facilities, requires Council to accurately define its expectations and requirements through 
the development of a contract specification with an external provider appointed through a 
competitive tender process.  

 
  

An outsourced contract operating model may result in the potential for increased reputational risk 
and less operational and strategic control than the other models. Dependent on the type of 
contract arrangement implemented (i.e. guaranteed lump sum or fee for service), the model may 
also result in less operational and financial risk to Council. Based on the current arrangement for 
the City, a fee-for-service contract, the majority of the financial risk is vested with Council. 

Under this model, there are minimal internal resources applied to centre operations; however, 
there is a need for adequate resources allocated for contract and asset management. 

c) Council Company (Stand-alone Company) - As the only shareholder, Council would appoint 
the Company's directors and determine the constitution. The appointed Directors are responsible 
for the Company's operation with a responsibility to the Company and not a particular 
stakeholder constituency. A General Manager would oversee the Company's day-to-day 
operation and be accountable to the Board to manage the Company following the policies 
determined by the Board. This model is still in its relative infancy in the leisure management 
space; hence there are some unknowns, including the capability of the CEO or General Manager 
to operate a Company and community facility successfully. A Council Company is still obliged to 
comply with the requirements of the Local Government Act and importantly from a process 
perspective, establishing a Council Company requires Ministerial approval and the development 
of a detailed business case.  

d) Other (Hybrid) – Three (3) Hybrid models have been identified as part of the evaluation, which 
are i) a mix of outsourced and in-house operated facilities, ii) a Council Company supported by 
Council’s corporate services unit, and iii) a Labour-hire model supported by Council’s corporate 
services unit. The models are considered relatively unconventional for large-scale contracts, with 
several examples of outsourced and in-house facilities and one (1) Council Company supported 
by Council’s corporate services unit.  The Labour-hire model is untested for larger-scale 
contracts and facilities. 

















 

                CONFIDENTIAL       Page | 12 

3.4 Background and Context Key Findings  

Outlined below are the key findings associated with the background and strategic context of the 

project: 

• The City’s population growth (usual residents) has declined significantly over the past five (5) 

years compared to the preceding five (5) years, with a decline of 17.1% for the equivalent 

timeframes.  The decline is likely to be attributed to COVID-19 impacts.  This is expected to 

have operational implications for the operational recovery of the facilities. 

• The timeframes associated with implementing any of the preferred management models 

likely result in the two (2) current contracts needing to be extended. The current contracts 

expire on 31st March 2024, with this Evaluation expected to conclude in approximately May 

2023.  The estimated timeframes for the potential models are:  

 

o Outsourced:              18 to 24 months.  
o In-house:                  18 to 24 months.  
o Council Company:     24 to 30 months (including Ministerial requirements/approval). 

• The City of Sydney is policy and strategy ‘rich’ at a general level, but there is an absence of 

a guiding strategy or policy for the aquatic leisure facilities, which potentially will have an 

impact on how the facilities are being operated; in particular, the balance between improving 

community health and the cost to operate the facilities.  A specific strategy or policy for the 

facilities would also be beneficial in assessing the optimal level of provision for the City in the 

future. In the absence of a strategy or policy, consideration should be given to using the 

Guiding Principles to inform the direction of the facilities until a strategy or policy is 

formulated. 
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• The financial performance (excluding utilities and facility maintenance) for the three (3) 

years prior to COVID-19 was an average operating deficit of approximately , while the 

COVID-19 impacted years and the forecasted result for 2022/23 have been an average 

deficit of approximately  per annum. 

 

Ian Thorpe Aquatic Centre (ITAC) 

• ITAC is a year-round aquatic leisure centre operated by Belgravia Leisure since 2016. 

• ITAC opened in 2007, and until Gunyama, it was the City’s premier aquatic leisure centre. 

• In the three (3) years prior to COVID-19, ITAC averaged approximately  visits per 

annum, while over the past three (3) pandemic-impacted years and the current forecasted 

year, it has averaged  per annum.   

• The income for ITAC was reduced by an average of approximately  per annum for 

the COVID-19 impacted period and 2022/23 forecasted year, compared to the previous 

three (3) years, while the expenditure was reduced by approximately  per annum 

during the COVID-19 impacted period and the forecasted year. 

• The financial performance (excluding utilities and facility maintenance) for the three (3) 

years prior to COVID-19 was an average operating surplus of approximately , while 

for the COVID-19 impacted years, and the 2022/23 forecasted year, there was an average 

deficit of approximately  per annum. 

 

Gunyama Park Aquatic and Recreation Centre (Gunyama) 

• Gunyama is a year-round aquatic leisure centre operated by Belgravia Leisure since 

opening in February 2021 and has been impacted by COVID-19 since its commencement. 

• Gunyama had five (5) months of operations in the first year and notable closure periods in 

the second year. The current financial year will be the Centre’s first full year of operations. 

• Gunyama had  visits for the first year of operation,  visitations for the second year 

and is forecasted to have  visits for 2022/23.  

• The financial performance (excluding utilities and facility maintenance) for the first year was 

an operating deficit of approximately , while the second year saw a deficit of 

approximately .  It should be noted that year one was for five (5) months of operation, 

while year two was for nine (9) months.  The forecasted result for 2022/23 is a deficit of 

. 
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4.7 Financial Performance Summary - Seven Year Overview 

Below is a summary of the annual financial performance of each facility (excluding Gunyama, which is for the past three financial years) for a seven (7) 

year period, which includes the year-to-date results and forecasted position for 2022/23. The table identifies the contract costs for the ‘Business as Usual 

(BAU)’ financial years of 2016/17 to 2018/19, the 'COVID-19 Impacted' financial years of 2019/20 to 2021/22 and the ‘COVID Recovery’ period of 2022/23. 

Over the seven (7) year period, the facilities have an operational deficit of , with the 2017/18 and 2018/19 performances being in surplus for the 

contract (excludes utilities and facility maintenance).  

 

Notes: The data has been taken from the profit and loss statements provided to Council by Belgravia Leisure.  The operating results outlined in Table 7 

below do not include utilities or proactive (facility) maintenance delivered by Council (Ventia); they do include proactive and reactive (aquatic) maintenance 

delivered by Belgravia Leisure, contract expenses and management fee/s.  JobKeeper and JobSaver payments received in 2019/20 and 2020/21 totalling 

 are also included.  The 2021/22 financial year is for approximately nine operating months while the 2022/23 financial year is based on the March 

2023 actuals plus forecast figures provided by Belgravia Leisure.  This background highlight the significant differences in circumstances between each of 

the years reported below.     

 

 
 

4.7.1 Financial Performance Analysis  

Prior to the impacts of COVID-19, the five (5) facilities operated at a consolidated surplus of  for three (3) years, whereas over the next three (3) 

years (COVID-19 impacted), they operated at a deficit of . Including Gunyama, the deficit for all six (6) facilities was  for the COVID-19 

impacted period. 

Based on the above information, it is identified that over the seven (7) year period: 
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4.7.2 Financial Performance (Including Utilities and Facility Maintenance) 

Table 8 below outlines the cost to Council to operate the aquatic leisure facilities. The financial performance summary includes operational performance, 

utilities and facility maintenance, but excludes internal contract management costs, corporate service allocations, asset renewal, and depreciation. The 

financial performance for 2022/23 (COVID Recovery) for each facility is based on the forecasted results (provided by Belgravia Leisure) and the 

forecasted facility maintenance and utilities (provided by Council).

 
 

Based on the above information, it is identified that over the seven (7) year period: 

• The total net performance for the six (6) facilities over the period represents a deficit of , which includes utilities and facility maintenance.  

 accounted for the most significant deficit  and is notably more the next closest, ITAC  It should be noted 

that the considerable increases in utility costs over the past three years have further impacted the centre's performance. 

• The COVID-Impacted period accounted for  or  of the deficit, which included the operational commencement of Gunyama . 

• The deficit reduction in 2020/21 was primarily due to the JobKeeper and JobSaver payments received, equating to  for the year. 
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Graph 2 below demonstrates the significant decline in the operations over the COVID-Impacted period.  Additionally, the graph includes the forecasted 

result for 2022/23 and the budgeted result for 2023/24.  The results represent the consolidated total net performance, including utilities and facility 

maintenance.  The utilities and facility maintenance allocations for 2022/23 are based on forecasts provided by Council, and for 2023/24, a CPI increase 

has been applied to the previous forecast, as the budget allocations were unavailable. 

Note:  The budget used to inform 2023/24 overall net performance was provided by Belgravia Leisure in November 2022, and at the point of developing 

the report, any revised budgets were not ratified by Council. 
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4.7.3 Financial Performance – Seven Year Overview by Centre 

The tables below summarise each aquatic leisure facility's income, expenditure and net result, including aquatic plant and equipment maintenance, 

contract expenses and JobKeeper/JobSaver payments.  The table also includes the facility maintenance and utility costs borne by Council, providing a 

total net result for each facility. The COVID Recovery period (2022/23) for each facility is based on the forecasted results and the forecasted facility 

maintenance and utilities costs. 
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Based on the above analysis, it is identified that over the seven (7) year period: 

• The total cost of utilities and facility maintenance for the six (6) facilities was , with  of the costs attributed to  and . 

• The total cost (or deficit) to operate the facilities, including operating results, utilities and facility maintenance, was , with  accounting 

for  or  of the total deficit. 
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4.7.4 Financial Performance – Projected COVID-19 Impacts 

As part of the financial analysis, the Consulting Team have assessed the potential income loss and the increased operating deficit due to the COVID-19 

pandemic.  The assessment includes Belgravia Leisure’s forecasted results for 2022/23, the 2023/24 budgeted figures and the preceding six years of 

operations. 
 

4.7.4.1 Consolidated Income Impacts 

Graph 3 below demonstrates the potential income losses experienced as a result of the COVID-19 pandemic.  The assessment is separated into two (2) 

scenarios, as outlined below: 

• Scenario 1 (Blue Line) - The income is based on actuals for the three (3) years prior to COVID-19 and the three (3) years of COVID-19-Impacted 

results, with Belgravia Leisure’s forecasted income for 2022/23 and the budgeted income for 2023/24.   

• Scenario 2 (Green Line) - The income is based on actuals for the first three-(3) year period, with projected income from 2019-20 onwards, 

assuming the COVID-19 pandemic did not occur.  To calculate this, the following assumptions were applied: 

o A CPI of 3% was applied to the 2018-19 results to calculate the 2019-20 estimated income level. 

o Based on Gunyama commencing operations in February 2021, the Consulting Team has used the financial projections produced by 

Belgravia Leisure in December 2018 and assumed that based on the Centre opening in peak operational months, 50% of the 2020-21 

projected income has been applied .  CPI of 3% has been applied to the previous year for the remaining five (5) facilities. 

o For the 2021-22 and 2022-23 financial years for Gunyama, the Consulting Team has utilised Belgravia Leisure’s projected income from the 

2022-23 and 2023-24 COVID-19-Impacted budgets.  This is based on the ‘ramp-up’ in performance likely to occur in the second and third 

year of operations for a greenfield site. 

o For the 2023-24 financial year, a CPI of 3% on the previous year has been applied for all facilities. 
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Based on the above information, it is identified that over the eight (8) year period: 

• The anticipated BAU income (green line) equates to , while the equivalent period, including COVID-19 impacts, equates to  

(blue line); this is a variance of  over the eight (8) years. 

• It should be noted that BAU income (green line) is based on conservative growth, while the COVID-19-impacted budgets for 2023-24 (blue line) 

will be challenging to meet based on the current operational position. 

• Underpinning the significant variances is the notably lower attendance during the COVID-19 periods, the forced lockdowns and Gunyama 

opening during the COVID-impacted period. 

 

4.7.4.2 Consolidated Net Results 

Graph 4 below demonstrates the variances in net results due to the impacts of the COVID-19 pandemic.  The net results exclude the utilities and facilities 

maintenance but include aquatic plant and equipment maintenance and JobKeeper and JobSaver payments.  The assessment is separated into two (2) 

scenarios, as outlined below: 
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• Scenario 1 (Blue Line) - The results are based on the actual net results for the three (3) years prior to COVID-19 and the three (3) years of 

COVID-19-Impacted actual net results, with Belgravia Leisure’s forecasted net deficit for 2022-23 and budgeted result for 2023-24 (final two (2) 

financial years).   

• Scenario 2 (Green Line) - The results are based on the actual net results for the first three-year period, then the projected net results had the 

COVID-19 pandemic not occurred.  To calculate this, the following assumptions were applied: 

o CPI of 3% was applied to the 2018-19 results to calculate the 2019-20 estimated net result for the five (5) facilities. 

o Based on Gunyama commencing operations in February 2021, the Consulting Team has used the financial projections produced by 

Belgravia Leisure in December 2018 and assumed that, based on the Centre opening in peak operational months, the total 2020-21 

projected net result for Gunyama has been applied , due to the timing of the opening.  A CPI of 3% was applied to the previous year 

for the remaining five (5) facilities. 

o For the 2021-22 and 2022-23 financial years, the Consulting Team has utilised Belgravia Leisure’s projected net result for Gunyama 

(December 2018) and applied a 3% CPI increase to the previous year for the remaining five (5) facilities. 

o For the 2023-24 financial year, a CPI of 3% on the previous year has been applied for all facilities. 
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Based on the above information, it is identified that over the eight (8) year period: 

• The anticipated BAU net result (green line) equates to a total operating surplus of  (excluding utilities and facility maintenance), while the 

equivalent period, inclusive of COVID-19 impacts, equated to a deficit of  (blue line), which equates to a variance of . 

• It should be noted that COVID-19 impacted actuals (blue line) of 2019 to 2021, incorporating JobKeeper and JobSaver payments of 

approximately , which would have expanded the deficit to approximately  or a variance of approximately , had the facilities 

not been under an outsourced model. 

4.7.5 Contract Expenses Overview  

The table below represents the total contract expenses (management fee/management support/head office support) for all facilities over the seven (7) 

year period. The table also outlines the contract expenses as a percentage of the total operating income and expenditure.   

  

 

Based on the above information, it is identified that over the seven (7) year period: 

• The total contract expenses for all facilities were , with an average annual expense of approximately .   

• Overall, the total contract expenses equate to  for the facilities. Similar contracts of 

this scale have contract expenses from around . 
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4.8.1 Facility Attendance Summary by Business Driver 

Graph 5 below demonstrates the number of centre attendances across all sites and the aquatic and fitness-based attendances.  The 2022/23 is based on 

actual attendance at the end of March 2023, plus the targeted attendance for the remaining three months. 

 
 

Based on the above information, it is identified that over the seven (7) years: 

• Aquatics accounted for  of the total attendance for all facilities, followed by health and fitness, which accounted for  of the 

attendance. 

• Although the pandemic significantly impacted operations through social distancing and lockdown requirements, there was only a minor variance 

in the percentage of aquatic and health and fitness attendances compared to the total attendances for the BAU period and the COVID-19 

impacted periods.  Aquatics was  of the total attendances in the BAU period compared to  during the COVID-19 impacted period, 

and health and fitness were  and , respectively.  This indicated that the overall attendance reductions were relative to the two 

business driver areas of aquatics and health and fitness.   

• For the 2022/23 period, there has been a notable shift in the profiling of attendances, with aquatics making up  and health and fitness 

increasing to . This is primarily related to the shortage of learn-to-swim teachers and a higher than expected return of health and fitness 

members. 
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4.8.2 Subsidy Per Visit 

Table 20 below represents the subsidy per visitation to the facilities for the past six completed financial years and the forecasted subsidy for 2022/23. The 
subsidy per visitation includes the net operating result (incorporating aquatic maintenance), facility maintenance and utility costs.  

 

Based on the above information, it is identified that over the past seven (7) years: 

• Significantly, between the periods for the five (5) facilities, the subsidy per visit averaged  (BAU) and  per visit (COVID-19 Impacted 

and COVID Recovery), an increase of . With the addition of Gunyama, the average subsidy per visit for all sites reduces slightly to  for 

the COVID-19 impacted and COVID Recovery periods. 

• The significant increase in 2021/22 resulted from JobKeeper payments being removed, Gunyama not having a full year of operations and only 

nine (9) months of operations. 

•  represents the highest average subsidy per visit , while  had the lowest subsidy  over the seven-year period. 

• Excluding maintenance and utility costs borne by Council,  was the best performing with an average subsidy per visit of , while  

had the highest average subsidy per visit of  across the seven (7) years. 
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4.9 Operational Overview Key Findings 

The detailed analysis of the financials and attendance has identified the current and future 

challenges for the facilities, primarily due to the COVID-19 impacts, but is compounded by the City’s 

slow recovery and the performance of the ageing assets, namely CPP and VPP.  Based on the 

assessment of the potential net result of the facilities (excluding utilities and facility maintenance), it 

is presumed that had COVID-19 not occurred (actual performance and budget estimates), the 

performance would have had a financial improvement of approximately  over seven (7) years.  

This result was improved by Belgravia Leisure being eligible for JobKeeper and JobSaver payments, 

equating to . 

Although the 2022/23 financial year has seen an increase in attendance, the forecasted total 

attendance is still below the pre-COVID levels, which did not include Gunyama. The lack of workers 

and students returning to the City has significantly impacted the performance of the facilities, with 

only 55% office occupancy levels as of June 2022, down from 67% in June 2021. With the trend of 

working from home regularly and universities only slowly increasing the intake levels for international 

students, aquatic leisure facilities will likely continue to be impacted, and performance is highly 

unlikely to return to pre-COVID levels over the next  years. 

The City's level of aquatic leisure provision means a crossover with catchment areas.  This is likely 

to create challenges for the City, where the level of subsidy to maintain the assets will continue to 

increase, yet the population of ‘usual residents’ has been relatively stagnant over the past five (5) 

years, meaning some of the facilities will be ‘cannibalising’ from others in the network. 

Below are the key findings associated with the aquatic leisure facilities’ operational performance. 

• Excluding utilities and maintenance, the five (5) facilities operated at a surplus of  for 

the three (3) years pre-COVID-19, conversely over the three (3) COVID-19 impacted years 

and the 2022/23 forecasted year, the five (5) facilities have operated at a deficit of .  

With the introduction of the Gunyama, the deficit for all six (6) facilities is  for the past 

three (3) COVID-19-Impacted years and the COVID recovery year (2022/23).  

• Inclusive of utilities and maintenance for the COVID-19 impacted years and the 2022/23 

forecasted year, the deficit for the six (6) facilities is , whereas, for the three years 

pre-COVID-19, the deficit was  (excludes Gunyama). 

• The increasing deficits have resulted in the subsidy per visit growing to  per visit for the 

COVID-impacted period and 2022/23 forecasted year (inclusive of Gunyama) from an 

average of  pre-COVID-19.  Of most concern is , which had an average subsidy 

per visit over the seven (7) years of , primarily due to a significant reduction in 

attendance  and ongoing maintenance costs to support the ageing facility. 

• The ageing assets of CPP and VPP will require significant investment from the City to 

maintain the assets.   has operated with the highest deficit of any of the facilities over 

the seven (7) year period , significantly higher than the next highest,  .  

The ageing assets will continue to impact customers' experience and likely influence their 

decision-making regarding value for money.  A level of investment will be required to ensure 

the facilities have greater appeal and continue to deliver high-quality services, meet service 

levels, maintain and generate increased income levels, and deal with changing demand. 

Compounding this is the level of competition for health, fitness, and aquatics in the Greater 

Sydney area. 

• Compared to the 2018-19 financial year (pre-COVID-19) forecasted attendance for 2022-23, 

the five facilities represent a decline of  or  visitations.  Notably,  and  

accounted for the decline with a combined reduction of  visits.  

• Based on Gunyama being located in a residential area and the facilities being state-of-the-

art, particularly the leisure water park for children, which is a big attractor, the facility is likely 

to perform notably better than the other facilities.  The ITAC, CPP and VPP will rely more on 

students and workers returning to the CBD to improve operational performance. 
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5 Internal and External Consultation 
The consultation process for the project was undertaken in three (3) forms: a) Internal Scoping, 
which focused on the current arrangements, strategic alignment of the project, and the issues and 
opportunities for each model, b) Internal Workshops, which were undertaken to assess the internal 
capability and capacity to operate the facilities under an in-house model, and c) External 
Consultation, to obtain insights from LGAs that have implemented specific models, and a market 
sounding process with selected management groups. 

5.1 Internal Scoping Consultation  

A series of internal scoping sessions were undertaken with relevant Council Officers and Executive 
Team to understand the project expectations and requirements better.  

The Consulting Team engaged a consultation group from varying positions and functions to ensure 
that insights and feedback relating to the aquatic leisure facilities' current arrangements and potential 
management model could be obtained. 

Outlined below are the Council Officers and key stakeholders that participated in the consultation 
sessions for the project: 

 

Council Officers 
 

Executive        

Director City Services        

Director People, Performance and Technology    

Manager City Greening and Leisure     

Manager Cultural Space and Sector Support    

Financial Planning and Reporting Manager    

City Leisure Services Manager      

Assistant Accountant – Reporting & Analysis    

Contract Manager        

Contract Manager        

Leisure Contracts Relationship & Performance Manager  
 

The consultation sessions provided the opportunity for the participants to offer feedback and 
comments on three (3) main areas, being: 

• Current contract arrangements and performance of the operator. 

• Strategic alignment and objectives for the project. 

• Key issues and opportunities for the potential management model options. 

5.1.1 Summary of Internal Scoping Consultation 

Consistent feedback from Officers was that the project is timely and essential for the future of the 

aquatic leisure facilities, particularly relating to the challenging financial position.  

The feedback highlighted the absence of a specific vision for the facilities, particularly regarding 

strategic alignment and differing views on the facilities' cost versus the community health benefits 

delivered by the centres.  Depending on the role of the Council Officers consulted, the perspective of 

cost and community outcomes often varied. 

The current contract arrangement, being an outsourced model, was viewed by most of the 

interviewed Officers as challenging but potentially more convenient for Council operationally. The 

outsourced model was viewed as less of an impost on Council’s resources than an in-house model. 
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The Officers, particularly Executive, identified concerns about the potential implementation of a 

Council Company model for the facilities.   

 

 

It was also highlighted through the consultation process that Bayside Council is currently attempting 

to establish a Council Company for their aquatic and leisure facilities, which has been highly 

problematic. The process for Bayside Council commenced approximately two (2) years ago, and to 

this point, the Minister has not signed off approval, which is a pre-requisite for the establishment of a 

Council Company.  The Bayside Council is currently continuing to proceed with establishing a 

Company and has commenced the transition to operating the service in-house, pending approval of 

the company.  

The Officers provided mixed feedback regarding a potential in-house model to operate the aquatic 

leisure facilities.  Although all Officers believed Council had the capability and capacity to manage 

the facilities, which would be more in line with the surrounding municipalities, it was highlighted that 

the impacts of the higher wage rates under a State Award would further increase the operating deficit 

of the centres.  It should be noted that some Councils have chosen to introduce their own enterprise 

agreement to lower the wage costs. A more comprehensive assessment is outlined in section eight 

(8) of the report to obtain a deeper understanding of the internal capability of the Corporate Services 

team. 

The Officers were also provided with an opportunity to offer feedback on hybrid models, which were 

i) a Labour-hire model supported by Council’s Corporate Services, ii) a Council Company supported 

by Council’s Corporate Services, or iii) a mix of in-house and outsourced facilities.   

There were varied views from the participants relating to the Labour-hire model, including concerns 

that the model is untested for a contract of this scale, as well as the potential challenges of a 

management group being able to attract and maintain staff.  Conversely, the Labour-hire model was 

identified as an opportunity for Council to have greater control over the direction of the facilities with 

lower operational costs. 

The Council Company model was viewed as a mechanism to have the Company operating more 

closely with Council, particularly relating to the vision for the facilities and aligning with Council’s 

strategic direction and values. Concerns however, were made around the structures and controls in 

place around the balance of influence and decision-making relationship between Council and the 

Company.   

It was identified that a mix of in-house and outsourced operated aquatic leisure facilities would likely 

be problematic due to varying wage structures between a Council award and the fitness industry 

award.  It was also stated that there would be confusion in the market regarding who is managing the 

facilities, and the likely inconsistency in the marketing and promotion of the facilities to the broader 

community.  This would also impact the ability to deliver a seamless reciprocal rights offer for 

memberships. 

It was also stated through the consultation process that the cost and time associated with changing 

to a different model would be significant and should not be underestimated in the decision-making 

process. 

Below is a summation of the responses from Executive and Council Officers: 

a) Contract arrangements  

• The review of the management model is a high priority for Council, primarily resulting from 

the COVID-19 impacts and the significant losses sustained during the pandemic. 
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5.2 Internal Capability Workshops  

To assist in understanding the capability and capacity of Council to manage the aquatic leisure 

facilities, should Council opt for an in-house model operation, the Consulting Team undertook a 

variety of internal workshops from various departments.   

Outlined below are the Council Officers and key stakeholders that participated in the internal 

workshops for the project.   
 

Council Officers    

    Chief Procurement Officer 

    Manager Customer Service 

     Principal Lawyer  

     Manager Risk & Governance 

    WHS Manager 

     Chief Marketing Communications Officer 

     Senior Marketing Communications Manager 

      Technology and Digital Manager 
 

The capability workshops provided the opportunity for the participants to offer feedback and 
comments on four (4) primary areas, being: 

• Issues and opportunities for an in-house model. 

• Key activities required to be undertaken for the management of the facilities. 

• Timeframes for transition to an in-house model. 

• Projected level of FTE and required skills and knowledge to manage the facilities. 

5.2.1 Summary of Internal Capability Workshops  

There was a consensus view that the City has the capability and the capacity to oversee the 

management and operation of the aquatic leisure facilities, although there was also consistent 

feedback  and would likely require 

a significant organisational shift to support the facilities.  Central to the feedback was that Council 

may not be as commercially focused as other models to operate the facilities, in addition to many of 

Council’s departments (i.e., Corporate Services) needing to play a crucial role in supporting the 

operations. 
 

The key insights and feedback received from the workshops are outlined below. Should this model 

be opted for, there were some gaps and concerns raised that would need to be addressed in case 

this model was Council’s future. These include: 

• Council has previously managed VPP in-house, but significant set-up would be required to 

establish the capability to operate the facilities. 

•  

• There is a significant lack of policies, procedures, processes, and systems currently 

available to support the services. 

• Need to develop operational procedures, processes and systems would require large 

taskforce from the Corporate Service unit. 

• Potential challenges with recruiting and retaining staff to support the operations. 

• The compliance requirements for staff are sizeable for the scale of the staff teams, e.g., child 

protection training. 

• Lack of agility is a concern, particularly regarding recruiting staff, undertaking marketing 

campaigns or implementing processes. 
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• Greater risk responsibility for Council under an in-house model, e.g., staffing issues, which 

has traditionally been the responsibility of a management group. 

• Insurance premiums would increase significantly for the City, as the risk would be shifted 

entirely to Council. 

• The level of Council compliance training to onboard staff would be significant, with more than 

500 staff needing to be trained before commencement. 

• The City is developing an integrated booking system that will support the majority of the 

Council services, including the aquatic leisure centres.  The point-of-sale system will need to 

have the capability to integrate with the system to ensure a positive customer experience. 

• Although it has been identified that the City already bears a considerable risk under the 

current model, the risk levels would be heightened under an in-house model due to staff 

safety and greater reputational risk. 

• The implications on the City’s insurance premium are expected to be extremely high, based 

on the heightened risk of directly managing the facilities. 
 

 
a) Key Activities and Resources Required  

Below is a summary of some key activities required to develop an in-house management model. 

• Recruitment of additional Corporate Services staff to support the establishment phase and 

ongoing management . 

• Train existing and recruited staff from the Corporate Services unit to increase their 

knowledge and skillset in aquatic and leisure services. 

• Compliance training and onboarding of all operational staff. 

• Development of all relevant policies, procedures and processes. 

• Adjust insurance policies. 

• Embed key systems, such as a CRM, to improve the customer experience. 

• Refine customer-facing communication tools, e.g., social media, websites and feedback 

systems. 

• Communicate to the broader community about the transition and new operational 

approaches. 

• Establishment and integration of all digital and software-based systems. 
 

 
b) Timeframes for Transition 

Based on Corporate Service units' feedback, establishing an in-house management model will likely 

take 18 to 24 months.  It was highlighted by the marketing and communications team that to deliver a 

transition that would ensure an improved level of customer experience would most likely take 24 

months to 36 months, but most participants suggested approximately 18 months – 24 months. 
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6 Industry Research  
The following information provides an overview of key industry research relevant to the management 

model evaluation.   

6.1 Management Models in Greater Sydney 

 

 

  

  

  

 

  

  

A graph of the key findings is provided below.  

 
Graph 6:  Aquatic and Leisure Facilities by Management Model 

Outlined in Table 22 below are each of the Greater Sydney municipalities and the management 

model in place for their aquatic and leisure centres.  It should be noted that four (4) of the 

municipalities do not have aquatic and leisure centre provisions, and also, several of the councils 

have multiple management models in place to operate their facilities. 
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Table 22: Management Model Type by Municipality 
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6.3 COVID-19 Implications and Learnings 

COVID-19 has had a significant impact on the leisure industry, in particular capital city local 

governments.  The most impacted capital cities have been, and remain to be, the City of Sydney and 

the City of Melbourne Councils. Underpinning the impacts is the change in workplace culture and 

worker expectations within city-based businesses and organisations.  In addition, the slow return of 

international students has also impacted the Cities. 

Research undertaken by the Property Council of Australia identified that the Sydney CBD has 

reduced office occupancy levels over the past 12 months, declining from 67% in June 2021 to 55% 

in June 2022.  The Melbourne CBD recovery has been highly challenging, with only 38% office 

occupancy for June 2022.  Research undertaken by the Royal Melbourne Institute of Technology 

(RMIT) has outlined that only 12.5% of workers have returned to their workplaces full-time in 

Melbourne’s CBD.   

When comparing the 2021-22 financial year income levels to pre-COVID levels (2018-19) for the 

aquatic leisure facilities of the City of Sydney and the City of Melbourne, the City of Sydney is 

notably lower at  (excludes Gunyama) versus approximately 62% for the City of Melbourne 

facilities. Although, it should be noted that the City of Melbourne had 89 days of lockdowns in the 

2021-22 financial year, whereas the City of Sydney had 107 days of lockdowns, which would have 

further impacted the income levels. 

The international student market is also considerably impacting the City of Sydney’s recovery.  

According to a recent study undertaken by the University of Victoria, prior to the pandemic, there 

were approximately 580K international students living in Australia; as of October 2022, there were 

approximately 370K, a reduction of approximately 36%. However, at the time of this report there are 

currently 72K student visa holders not residing within Australia who are likely to return, which will still 

leave a notable reduction compared to pre-pandemic levels. 

Whilst the impacts of the COVID-19 pandemic have been exceptionally challenging, some key 

learnings could enhance service provision in the future.  These include responding to the increased 

well-being, general health and social inclusion needs of the community, providing a diverse range of 

services that increase community reach (e.g. online education, small group activities, virtual 
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programs, inclusion-based activities, stadium-based community programs) and driving a low-cost 

base to maximise affordability.  From a management perspective, key considerations resulting from 

the COVID-19 situation include maximising flexibility and control of the operation to adapt to the 

rapidly changing landscape.  

Below is a summary of the key learnings from Outsourced, In-house and Council Company models. 

a) Outsourced Model - the management groups have been heavily affected by the pandemic and 
associated lockdowns and restrictions.   

 
   

 
 

 
 

 
 

 
 

    

b) In-house and Council Company – the overall implications were similar for the in-house model 
and Council Companies, both ineligible for JobKeeper (or JobSaver).  The high fixed costs have 
been significant, and should further lockdowns occur in the future, the financial viability of many 
operations may be catastrophic. For example, in Victoria, where the ‘lockdown’ periods were 
extensive, one Council Company stood down most of its staff for an extended period while 
another Council redeployed staff to other areas.  

The City of Sydney, under the outsourced model, benefited from the JobKeeper and JobSaver 
payments, which realised an improvement of  over the past three (3) financial years. 
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7 Market Analysis – Outsourced Model 
The market analysis aims to assess the potential management groups of an outsourced model. The 

market analysis process is an extension of the market sounding that formed part of the project. 

The analysis has been separated into four (4) sections, being a) an overview of the current 

management group landscape, b) a SWOT analysis of the relevant management groups, c) a 

Porters Five Forces assessment of the outsourced market, and d) a PESTLE analysis to assess the 

environmental factors influencing the outsourced market.   
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9 Asset Condition 
Outlined below is a summary of the aquatic leisure facilities’ asset condition and potential 

implications on the management models. 

Asset Overview 

The City’s network of facilities varies greatly in condition and age, with Gunyama being an 

international standard, state-of-the-art facility, and conversely, VPP and CPP both require significant 

upgrades to meet community expectations. Although the City has a mix of new, redeveloped, and 

ageing facilities, there needs to be a consistent approach to asset maintenance and renewal for all 

facilities, as it is critical for their longevity and ability to provide safe and welcoming experiences for 

users.   

Outlined below are the timeframes and types of most recent major developments or upgrades to the 

facilities over the past 15 years:  

• Andrew (Boy) Charlton  - 2002 (facility redevelopment). 

• Prince Alfred Park Pool – 2013 (facility redevelopment). 

• Victoria Park Pool – Group fitness room 2007, Plant room 2005 

• Cook and Phillip Park Aquatic and Fitness Centre – 2014 major waterproofing upgrade, 2020 
changeroom renewal, reception upgrade 

• Ian Thorpe Aquatic Centre – 2007 (greenfield development). 

• Gunyama Park Aquatic and Recreation Centre - 2021 (greenfield development). 

The major focus more recently for the developments or upgrades of the City’s aquatic leisure 

facilities has been the development of Gunyama. It should be noted that the upgrades to CPP were 

primarily addressing the impacts of ongoing roof leaks, whereas upgrades to ABC and PAP were 

planned end of useful life redevelopments or upgrades. 

As facilities continue to age, there is a strong probability that equipment and components, including 

facility areas, mechanical, fabrics and finishes, will fail and substantially impact the experience of 

customers and members, heightening the chance of cancellations of memberships and reducing 

attendance levels.  Having a proactive approach to facility renewal works considerably diminishes 

the failure rates for the equipment and componentry, in addition to increasing the likelihood of 

member retention and customer return rates. 

Research undertaken by the Consulting Team as part of this project through site inspections and 

previously completed projects for the City has highlighted that there is a lack of a clearly defined 

approach to asset maintenance, renewal and upgrades.  Through the site visits, it was also observed 

that the facility cleanliness, particularly ITAC and VPP, was below the standard the community would 

be expecting. Underpinning the issue is the absence of detailed asset maintenance plans for the 

aquatic leisure facilities.   

 

 

 

 

Although all facilities should have an associated asset management plan (or similar), it has been 

identified by the Consulting Team and Officers that the facilities of most concern are CPP and VPP.  

Both facilities have significant issues in relation to asset condition and are likely to result in 

increasing financial impacts for Council, both operationally and from an asset maintenance 

perspective.  Equally, as the City’s slow recovery impacts the performance of the facilities, it is 

expected that the attendance levels will be slower to recover than the other facilities in the network.  

This is primarily due to the diminished user experience. 

Both VPP and CPP have been identified previously by Council as requiring significant upgrades and 

potential repurposing of underutilised spaces.  In 2008, a master plan was developed for VPP to 

ensure the facility was brought up to a contemporary standard.  The master plan has not been 

enacted, as the City prioritised delivery of the facility in the southern area (Gunyama), which became 

the long-term focus and identified in the 2005 Aquatic Facilities Development Strategy. Only minor 
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upgrades have taken place to the facility since then, primarily proactive maintenance activities and 

some minor renewal works. 

In 2015, Council undertook an assessment of redevelopment planning options for CPP.  This 

included the potential redesign of the reception area and retail space (which subsequently occurred), 

reconfiguration of the leisure and river rapid pool, the upgrade and renewal of change room facilities, 

the upgrade and expansion of group fitness and health services facilities, expansion for the 

gymnasium facilities and upgrades to the poolside grandstand.  The facility is continuing to 

experience significant maintenance issues, which have resulted in the facility being the most costly 

for Council to maintain over the past six years. 

The more recent developments or redevelopments, PAP, ABC and ITAC, are also showing signs of 

ageing.  To ensure the facilities are presentable and continue to service the needs of the community, 

particularly relating to their purpose and function, a renewal and upgrade plan should be a focus for 

the City.  Although Gunyama has only been operational for less than two years, consideration needs 

to be given to the condition of the asset in eight (8) to 10 years. Having a proactive renewal plan will 

notably reduce the likelihood of equipment and component failure. Based on previous research 

undertaken by the Consulting Team, the application of 1% of the asset value should be applied 

annually for renewal and 2% allocated annually for maintenance (proactive and reactive), with a 

reduction of 50% within the defects period. 

Investment into improved facilities will attract and retain increased participation and usage. Improved 

facilities will better meet customer expectations of a modern and welcoming leisure offer. This will 

help to reduce inequities, increase access and remove barriers to participation and encourage 

people to be more active. It will improve the financial viability and long-term sustainability of the 

service. It will improve equality of access ensuring that facility upgrades are designed to make them 

fully inclusive and accessible.  

Management Model Implications 

Enacting any redevelopment or upgrades will undoubtedly have impacts on the operations of the 

facilities, which can have implications on the management model in place, e.g., under a guaranteed 

contract for an outsourced model, the impacts will likely result in a contract variation for the closure 

period.  Equally, consideration would need to be given to the implications of a Council Company and 

the financial impost this would pose on the viability of the Company. The condition of these assets 

increases the operational and financial risk for the operator and may influence the operator’s 

approach to risk mitigation by building in contingencies into annual budgets. 

It is not possible to predict the full implications that a redevelopment or upgrade will have on a 

centre’s financial performance primarily due to a multitude of factors influencing the process.  These 

include, but are not limited to: 

• Potential delays in the construction process. 

• Inclement weather. 

• Impacts to customers’ experiences due to limited access to components of the facility.  

• Diminished perceived value of programs or services and value for money. 

• Unforeseen disruptions to programs or services – inability to relocate to other facilities 

• Impact on retention of members. 

• Poor member and customer communication and engagement. 

• Potential changes in the scope of works. 

Summary 

To ensure the facilities continue to support the needs of the community, a clearly defined renewal 

and upgrade plan should be implemented for each of the facilities.  The plan should also address the 

potential for repurposing certain facilities, including CPP and VPP, as the current network of facilities 

and their componentry are likely competing between facilities rather than complementing. 
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Part C – Evaluation and Recommendations 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

                CONFIDENTIAL       Page | 87 

11 Evaluation Framework and Inputs 
Based on the consultation and research, the following information provides an overview of the 

Aquatic Leisure Services Management Options Evaluation framework and key assumptions. The 

management models being evaluated for the process are: 

• Outsourced 

• In-house 

• Council Company 

• Council Company with Council Corporate Services Support 

11.1 Evaluation Framework 

A multi-faceted approach to the evaluation framework has been developed, outlined below. The 

weighting percentage of each evaluation criterion is outlined as follows: 

Alignment to Guiding Principles (40%) 

Based on the Director City Services feedback, the ‘Inclusiveness’ principle has been included under 
the ‘Social Benefit and Community Connection’ for the evaluation process. 

 

• Community Health and Wellbeing - Offering programs and services that improve the 
physical, social and mental wellbeing of the community. 

• Social Benefit and Community Connection (and Inclusiveness) - Facilitating 
opportunities for social connection and providing a sense of belonging through programs and 
services, partnerships and employment opportunities. Maximising opportunities, access and 
equity through the provision of a broad range of affordable programs and services. 

• Asset Management - Providing high-quality and well-maintained facilities that meet the 
needs of the diverse community.  

• Quality Management and Operational Delivery - Delivering well-planned and managed 
facilities, operated by skilled personnel and aided by high-quality systems, processes and 
supporting resources. 

• Environmental Sustainability - Fostering environmentally sustainable practices that 
support the City’s emission and energy targets. 

• Financial Performance (refer below). 

Level of Risk (10%) 

• Assessment of Overall Level of Risk (100%). 

Responsiveness, Flexibility and Influence (15%) 

• Operational Control (100%). 

Implementation and Establishment Plan Implications (5%) 

• Establishment Costs (60%). 

• Transitional Planning (40%). 

Financial Performance (30%) 

• Financial Assessment (100%). 
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11.8 Evaluation Key Findings 

In undertaking the evaluation assessment, the Consulting Team and relevant Officers completed 

independent scores, and then the group determined consensus scores for each model. Outlined 

below is a summary of key findings relevant to the evaluation assessment process. 

• The Outsourced model ranked the highest in the evaluation process, followed by the Council 
Company, the In-house model and lastly, the Council Company with Council Corporate 
Services Support. 

• The In-house model ranked the highest in the qualitative criteria, being 'Guiding Principles' 
(which incorporates 'Community Benefits' and 'Operational Factors') and 'Responsiveness, 
Flexibility and Influence', while the Outsourced model ranked the lowest for those criteria. 

• The Outsourced model had the lowest risk profile, as it was identified to have the least 
amount of risks considered high or above once mitigation activities were applied. The In-
house model was ranked second, followed by the two Council Company models. 

• Based on a detailed analysis of the financial projections for a five-year period, there is no 
expectation that the aquatic leisure facilities will be returning to a breakeven point during this 
period. 
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12 Recommendations and Implementation Plan 

Recommendations 

Based on the consultation, research and evaluation process, the following key recommendations for 

the Aquatic Leisure Services Management Options Evaluation project are provided.    

1) Implement a consolidated Outsourced model under one contract for the following facilities, 

Andrew (Boy) Charlton Pool, Prince Alfred Park Pool, Victoria Park Pool, Cook and Phillip Park 

Aquatic and Fitness Centre, Ian Thorpe Aquatic Centre and Gunyama Park Aquatic and 

Recreation Centre. 

The major benefits to the City of Sydney of an Outsourced model include the following: 

a. A single, combined contract improves programs and services consistency, enhances 

service delivery standards, realises greater contract management efficiency and 

streamlines the operations to be more contemporary and reduces reporting 

inconsistencies.   

b. Minimal establishment costs to transition to a new contract, with most of the costs being 

the Officer resourcing to support the establishment and the specification development. 

c. A model which has been tested by the City, meaning it simplifies the ability to predict 

potential challenges. 

d. Based on the market-sounding process, there would likely be competitive tension 

through the tender process from the management groups. 

2) Extend both contracts to 30th June 2025 to run concurrent to the City’s financial year, which 

allows for a minimum of 22 months of implementation and transitional period and means that any 

onboarding is undertaken at the quietest time of the year for aquatic leisure centres.  

3) As part of the contract, include an initial term of  years, which aligns with the average for the 

most recent large-scale contracts released.  The expiration of the first term would be in June 

, with a subsequent -year extension option available at the City’s discretion.  

4) Embed the Strategic Framework and Guiding Principles into the specification to inform the future 

direction of the facilities. 

5) Develop a draft Asset Renewal and Upgrade Plan for all facilities, to be completed by July 2024.   

6) Allocate the following additional temporary resources to support the full tender process: Project 

Officer support (18-month role in addition to existing staff), legal support and tender 

development, external consulting support and an independent Probity Auditor. The resource 

allocation is in line with similar large-scale contracts and ensures the management of the 

existing contracts is not impacted.  

7) Action the following Implementation Plan based on commencing a new contract on 1st July 2025. 

(Note: The Implementation Plan excludes the Asset Renewal and Upgrade Plan).  
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