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INTRODUCTION 

1. My full name is Stephen Hugh Staples Hamilton.  I am a Director of Horwath 

HTL Limited (Horwath HTL), a consultancy firm specialising in the hotel and 

tourism industry.  My office is located at Level 11, 55-65 Shortland Street, 

Auckland. 

2. I am a graduate of the University of Canterbury with a Bachelor of Commerce 

majoring in Accounting (B Com).  I am an Associate of the New Zealand 

Institute of Chartered Accountants (CA) and a Member of the New Zealand 

Institute of Management Inc (MNZM). 

3. Most of my professional career has involved financial consultancy in relation 

to the hotel and tourism industry in New Zealand.  I commenced work for a 

“Big 4” accountancy firm in Christchurch, spent two years working in London, 

returned to the firm in Christchurch, and transferred to Auckland in 1995.  I 

was a Principal in the Auckland office of Ernst & Young.  In 2002 I set up my 

present consulting firm.  

4. My main areas of expertise are in relation to financial consulting in the New 

Zealand hotel industry, but I also have consulting experience in relation to the 

hotel industry in Australia and the Pacific (specifically, Fiji and the Cook 

Islands).  This includes market analysis, financial analysis, financial feasibility 

studies, financial performance improvement analysis, owner representation, 

financial due diligence, expert assistance, litigation support, economic impact 

analysis, and primary market research, etc.   

5. I am familiar with the operational standards of 4–5 star hotels in New 

Zealand.  I have been engaged to assist the owners of the following hotels 

with regard to reviewing and commenting on their operations and budgets: 

 Auckland and Taupo Hiltons (5 star) 

 Hilton Queenstown (5 star) 

 Westin Auckland (5 star) 

 Hyatt Auckland (now 5 star Pullman) 

 Holiday Inn Wellington (now Rydges) 

 Holiday Inn Christchurch 

 Fiji Beach Resort and Spa managed by Hilton (5 star) 

 Sofitel Fiji Beach Resort and Spa (5 star). 
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6. A copy of my CV is attached as Appendix A. 

7. I have read the Code of Conduct for Expert Witnesses within the Environment 

Court Consolidated Practice Note 2011 and I agree to comply with that Code.  

This evidence is within my area of expertise, except where I state I am relying 

on what I have been told by another person.  To the best of my knowledge I 

have not omitted to consider any material facts known to me that might alter 

or detract from the opinions I express.  

8. I have been asked to provide evidence about the following matters: 

 An assessment of the quality and quantity of Dunedin’s current hotel 

supply by comparison with other centres in New Zealand. 

 What the characteristics of a 5 star hotel are. 

 motels compensating for a shortage of hotel supply in Dunedin and by 

comparison with other centres in New Zealand. 

 The relationship between hotel supply and total demand for commercial 

accommodation in Dunedin and by comparison with other centres in New 

Zealand. 

 The market opportunity for a 5 star hotel in Dunedin by comparison with a 

lower standard of hotel. 

 The potential impact of a 5 star hotel on the Dunedin tourism industry. 

 The recent performance of the Dunedin tourism industry. 

 Potential growth for Dunedin from the China travel market. 

 The desirability of the proposed waterfront location for a 5 star hotel. 

 The importance of the proposed apartments for the overall financial 

feasibility of the development. 

QUALITY AND QUANTITY OF DUNEDIN’S HOTEL SUPPLY  

9. Dunedin’s hotel room stock is small in total quantity, and most of the hotels 

are of a smaller size and of lower average quality by comparison with: 

 competing visitor destinations in NZ 

 competing commercial centres in NZ 

 other cities in NZ. 
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10. As shown in Table 1, Dunedin’s hotel supply comprises 790 rooms in 18 

establishments, according to the Commercial Accommodation Monitor 

(“CAM”) published by Statistics New Zealand (June 2012).   

Table 1: Hotel Room Supply in Dunedin and New Zealand (YE June 2012) 

5 star % / Total 4.5 star 4 star 4-5 star % / Total Other Total % / Total Rank Properties Av. Size

Auckland (city) 1,686       56.4% 1,744       1,533       4,963       68.4% 2,298       7,261      23.3% 50            145         

Auckland (other) 1,033       313          1,346       69.1% 601          1,947      6.2% 24            81           

Auckland (region) 1,686       56.4% 2,777       1,846       6,309       68.5% 2,899       9,208      29.5% 1 74            124         

Wellington (city) 370          12.4% 990          449          1,809       54.0% 1,542       3,351      10.7% 2 32            105         

Queenstown 583          19.5% 668          682          1,933       61.7% 1,199       3,132      10.0% 3 33            95           

Rotorua 838          133          971          54.6% 809          1,780      5.7% 4 19            94           

Christchurch (current) 53            1.8% 217          276          546          40.6% 799          1,345      4.3% 5 21            64           

Far North (incl. BoI) 138          248          386          44.9% 474          860         2.8% 6 23            37           

Westland (incl. Glaciers) 100          3.3% 100          12.3% 711          811         2.6% 7 16            51           

Dunedin 257          76            333          42.2% 457          790         2.5% 8 18            44           

Hamilton 177          26            203          28.8% 503          706         2.3% 9 9              78           

Taupo 113          3.8% 51            235          399          74.4% 137          536         1.7% 10 9              60           

Sub-total - 10 locations 2,905       97.2% 6,113       3,971       12,989     57.7% 9,530       22,519    72.2% 254          89           

Other NZ 84            2.8% 8,690      27.8% 288          30           

Total NZ 2,989       100.0% 31,209    100.0% 542          58           

ChCh (pre-earthquake) 530         1,079      1,076      2,685      63.2% 1,563      4,248      

Hotel Room Supply

 

(Source: Commercial Accommodation Monitor (Statistics NZ), Horwath HTL analysis) 

11. Dunedin ranks as 8th in NZ in terms of available hotel room supply, with 2.5% 

of total room supply in New Zealand.  The top 10 cities and tourism 

destinations listed in Table 1 (measured by total hotel room supply) account 

for 72% of hotel room supply in New Zealand.  

12. As shown in Table 1, there are currently 2,989 hotel rooms of Qualmark 5 star 

standard in New Zealand (including one ‘Exclusive’ property)1.  I discuss the 

Qualmark and other hotel rating systems subsequently. 

13. The left hand column of Table 1 shows that 56% of the national supply of 5 

star hotel rooms (1,686 rooms) are in the Auckland CBD.  The leading 5 star 

hotel in Auckland (in terms of room rates achieved and international branding) 

is the 165 room Hilton Auckland hotel which opened in 2001.  Other 

international 5 star brands represented in Auckland are Sofitel and Pullman 

(both managed by Accor).  Regional (rather than global) 5 star brands include 

Stamford Plaza and Langham.  SKYCITY Grand is an unbranded 5 star hotel. 

14. 20% of the 5 star hotel supply is located in Queenstown.  There are currently 

583 5 star hotel rooms in Queenstown.  The latest addition has been the 178 

room Hilton Queenstown hotel which opened in May 2011.  This is the first 

equal 5 star hotel in terms of overall quality in New Zealand (the other first 

equal hotel being the Hilton Lake Taupo). 

                                                
1
 This excludes the Millennium Christchurch hotel which is currently closed. 
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15. Table 1 also shows that: 

 58% of the hotel room supply in the top 10 city and tourism regions are of 

Qualmark 4 star quality or better 

 in Dunedin the ratio of 4 star and better rooms is only 42% 

 58% of Dunedin’s hotel room supply is of 3 star plus standard or lower – 

with these rooms servicing only the mid-market and economy demand 

segments 

 the average hotel size in Dunedin is small at 44 rooms, compared to 89 

rooms in the top 10 locations 

 Dunedin has a low supply of Qualmark 4 star rooms (only 10% of rooms) 

–much lower 4 star supply than most competing centres 

 Dunedin has no 5 star hotel rooms. 

16. The low ratio of 4 star and better rooms in Dunedin (42%) compares to 69% 

in the wider Auckland region and 62% in Queenstown, the leading visitor 

destinations in New Zealand.  Prior to the earthquake, 63% of the 

Christchurch hotel supply was 4 star standard and above. 

17. Dunedin has a strategy to attract visitors and “grow the market” by competing 

in the international and domestic leisure visitor industry.  Yet Dunedin is 

placed at a significant disadvantage compared to other competing 

destinations because of the low volume and average quality of its hotel stock. 

18. Apart from Christchurch (post earthquake), the only city in the top 10 city and 

visitor regions with a lower proportion of 4 star and above hotel rooms than 

Dunedin is Hamilton.  In Hamilton, which has just lost its international air 

service with Australia, SKYCITY are about to build a new 135 room 4 star 

plus hotel above their casino.  This will increase the Hamilton hotel room 

supply to 841 rooms, and put the Hamilton hotel room supply 6.5% ahead of 

Dunedin. 

19. Hamilton needs further 4 star or better hotel rooms, in addition to the 135 

room SKYCITY hotel, if a significant competitive constraint impacting on the 

performance of its Claudelands event  and conference centre is to be 

addressed – ie: a shortage of available hotel accommodation in the Hamilton 

CBD / Claudelands area. 
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20. Dunedin and Hamilton sit between the major tourism destinations (Auckland, 

Queenstown, Rotorua, Wellington and previously Christchurch) and the many 

provincial centres throughout New Zealand which do not benefit significantly 

from the visitor industry. 

21. But, more than many provincial centres, Dunedin participates actively in the 

wider tourism industry and targets international and domestic leisure visitors.  

Dunedin has a redeveloped modern international airport, a wide range of high 

quality built and natural visitor activities and attractions, and an effective 

destination marketing organisation. 

22. The one thing that the Dunedin hotel industry does have is an adequate 

supply of 4 star plus hotel rooms.  There are 257 4 star plus rooms, 

comprising 33% of the total room supply.   

23. In this regard, Dunedin is in a similar situation to Rotorua, where 47% of the 

room supply is of 4 star plus standard and there are currently no 5 star hotels. 

24. However there are significant differences between the two destinations.  

Rotorua’s visitor industry is significantly larger than Dunedin’s.  But Dunedin 

has quite a few advantages compared to Rotorua.   

25. Rotorua’s total hotel supply is 109% higher than Dunedin.   

26. Rotorua’s central location in the North Island means that it is within a three 

hour drive of 50% of New Zealand’s population.  Its natural and built activities 

and attractions attract both international and leisure visitors.  Rotorua’s 

central location and relatively large hotel supply also assist it to compete 

effectively in the conference market. 

27. Two 5 star hotel chains have previously been represented in Rotorua: 

 the 227 room Hyatt Kingsgate hotel (now rebranded to the 4 star plus 

Millennium Hotel, part of the Singapore-based Millennium and 

Copthorne chain) 

 the 133 room Sheraton hotel (now repositioned downwards in the 

market to the 4 star Distinction Hotel, part of the Invercargill-based 

Distinction Hotels chain). 
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28. Partly because there is limited business / corporate hotel demand in Rotorua, 

the hotels there are heavily dependent on group tour business organised by 

inbound tour operators who buy hotel rooms on a wholesale basis.  The 

hotels there also compete head-on with the motel sector for domestic guests.   

29. Because of this direct competition with motels and high reliance on 

international group tours, average achieved hotel room rates in Rotorua are 

relatively low, which contributes to making the feasibility of building new 5 star 

hotel accommodation a challenge in Rotorua. 

WHAT IS A 5 STAR HOTEL? 

30. New Zealand has its own uniquely developed ‘official’ commercial 

accommodation grading system known as “Qualmark”.  Qualmark was 

established as a joint venture between Tourism New Zealand (a New Zealand 

government agency) and the New Zealand Automobile Association (which 

previously had its own motel accommodation grading system). 

31. Qualmark is not aligned to or influenced by any other grading system 

internationally and is calibrated to the New Zealand market.  This means that 

a hotel graded as 5 star by Qualmark could well be rated as a 4½ star or even 

a 4 star hotel by another international rating system (or in terms of the 

perception of an experienced international guest). 

32. The Qualmark gradings are assessed by independent assessors and are 

based on overall guest experience.  The grading is therefore based on a 

combination of both the physical product and the level of guest amenities and 

service provided.  182 New Zealand hotels carry a Qualmark grading which 

range from ‘Exclusive’ and 5 star down to 2½ star. 

33. According to the Qualmark website database, the Qualmark 4–5 star grading 

associated with internationally represented hotel brands (i.e: those brands 

represented in New Zealand and overseas) are as follows: 

 ‘Exclusive’ grade (1 hotel property only): Sofitel Queenstown (plus 7 

independent lodges) 

 5 star grade (currently 19 properties in total): Hilton (all), Sofitel 

Auckland Viaduct Harbour, Langham Auckland, Stamford Plaza 

Auckland, Pullman Auckland, InterContinental Wellington, Hotel St 
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Moritz Queenstown (M Gallery), and (formerly) Westin, Hyatt 

Regency, Sheraton and Carlton 

 4½ star grade (currently 54 properties in total): Amora (Wellington, 

Rotorua), Novotel (the majority), Mercure Grand (the majority), 

Millennium, Crowne Plaza, Copthorne (approximately half), 

Rendezvous Grand (Auckland), Holiday Inn, and Rydges 

 4 star grade (currently 44 properties in total): Amora (Auckland), 

Copthorne (the other half), Novotel (the rest), Mercure (2 properties), 

Mercure Grand (Wanaka). 

34. New Zealand’s Qualmark grading system complements grading systems in 

other countries. 

35. In Australia, the grading system is managed by the Australian Automobile 

Association (“AAA”).  The AAA publish their criteria for 5 star hotel grading. 

36. They describe a 5 star hotel as follows: 

“Properties that typify excellence across all areas of operation. Guests will 

enjoy an extensive range of facilities and comprehensive or highly 

personalised service relevant to the accommodation type. Properties at this 

level will display exceptional design quality and attention to detail.” 

37. The overall results or percentage scores correspond directly with the 

cleanliness, quality, condition and range of facilities and services offered to 

the guest, with the lowest score determining the property’s official STAR 

Rating. 

38. In Europe, there is an agreed quality grading system (“Hotelstars Union”) 

covering 7 countries including Germany.  There are minimum mandatory 

requirements for any hotels to achieve a 5 star grading (i.e: additional 

features that are not required by 4 star hotels).  The requirements include: 

 the hotel must contain at least 2 suites (guest rooms with separate 

bedroom and living area) 

 the hotel must have a spacious “reception hall” (not just a lobby) with 

several seats and a beverage service 

 there must be a separate bar, open 7 days per week (i.e: not part of 

restaurant) 
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 there must be, in all guest rooms: 

o a bath robe 

o slippers 

o a bathroom stool 

o washable bedside carpet 

o possibility to black out the room completely 

o at least two comfortable seats (upholstered chair or couch) 

o bedside control of whole room lighting 

o in-room internet on demand 

o guest magazine (must be up-to-date) 

o shoehorn 

o room service menu card 

o ironing service (return within 1 hour) 

o laundry service (return within 12 hours, by 9am) 

o personalised greeting for each guest (fresh flowers or present in room) 

– not just a welcome message on the TV 

o evening turn-down service, including change of towels and removal of 

rubbish 

 24 hour room service including full breakfast menu card 

 minimum of one “a la carte” restaurant open 7 days per week, with 

additional restaurants having different concept, choice of food and 

location 

 24 hour reception, accessible by phone from inside and outside the hotel 

24 hours 

o staff requirements: 

o multi-lingual reception staff (at least three languages) 

o doorman service / valet parking 

o concierge (separate personnel) 

o page boy (separate personnel) 

o luggage service for all guests 

 Shuttle or limousine service. 

39. In addition to these specific criteria, 5 star hotels need to reach a minimum 

score of 570 out of an 860 point scale covering many other factors also 

required of 4 star and lower standard hotels.  
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MOTELS COMPENSATING FOR SHORTAGE OF HOTEL SUPPLY 

40. In most provincial cities and secondary tourism regions in New Zealand, a 

reasonably large number of small motels “fill the gap” left by a shortage of 

hotel accommodation. 

41. Table 2 summarises the hotel and motel supply in New Zealand, according to 

CAM.  By comparison with the high proportion of hotel accommodation in the 

top 10 city and visitor destinations (72% of total NZ supply), only 47% of the 

total motel supply is in the top 10 destinations.   

42. This demonstrates the concentration of hotels in the main cities and visitor 

industry locations, contrasted with the wide dispersal of motels throughout 

provincial New Zealand. 

43. Table 2 shows that Dunedin’s motel supply is almost as large as its hotel 

supply.  Dunedin ranks as the 9th destination in NZ in terms of motel supply. 

Table 2: Hotel and Motel Supply in Dunedin and New Zealand (YE June 2012) 

Total % / Total Rank Properties Av. Size Units % / Total Rank Properties Av. Size Units % / Total Rank Properties Av. Size

Auckland (city) 7,261      23.3% 50            145         1,970      6.9% 83 24           9,231      15.4% 133         69           

Auckland (other) 1,947      6.2% 24            81           1,782      6.2% 99 18           3,729      6.2% 123         30           

Auckland (region) 9,208      29.5% 1 74            124         3,752      13.1% 1 182 21           12,960    21.6% 1 256         51           

Wellington (city) 3,351      10.7% 2 32            105         878         3.1% 7 36 24           4,229      7.1% 3 68           62           

Queenstown 3,132      10.0% 3 33            95           1,124      3.9% 5 52 22           4,256      7.1% 2 85           50           

Rotorua 1,780      5.7% 4 19            94           1,399      4.9% 3 79 18           3,179      5.3% 5 98           32           

Christchurch (current) 1,345      4.3% 5 21            64           1,942      6.8% 2 129 15           3,287      5.5% 4 150         22           

Far North (incl. BoI) 860         2.8% 6 23            37           996         3.5% 6 88 11           1,856      3.1% 6 111         17           

Westland (incl. Glaciers) 811         2.6% 7 16            51           630         2.2% 10 35 18           1,441      2.4% 10 51           28           

Dunedin 790         2.5% 8 18            44           758         2.6% 9 44 17           1,548      2.6% 9 62           25           

Hamilton 706         2.3% 9 9              78           859         3.0% 8 43 20           1,565      2.6% 8 52           30           

Taupo 536         1.7% 10 9              60           1,189      4.1% 4 69 17           1,725      2.9% 7 78           22           

Sub-total - 10 locations 22,519    72.2% 254          89           13,527    47.2% 757         18           36,046    60.2% 1,011      36           

Other NZ 8,690      27.8% 288          30           15,131    52.8% 1,008      15           23,821    39.8% 1,296      18           

Total NZ 31,209    100.0% 542          58           28,658    100.0% 1,765      16           59,867    100.0% 2,307      26           

Hotel & Motel Supply CombinedHotel Room Supply Motel Supply

 

(Source: Commercial Accommodation Monitor (Statistics NZ), Horwath HTL analysis) 

44. Like Dunedin, the Hamilton accommodation market is characterised by a high 

proportion of motel supply compared to hotel rooms.  After the opening of the 

SKYCITY hotel, there will be 2% more motel units in Hamilton than hotel 

rooms.  In Dunedin there are 3% more hotel rooms than motel units.   

45. By comparison with Dunedin and Hamilton, in central Auckland (the previous 

Auckland City area) there are 269% more hotel rooms than motel units.  In 

Queenstown, there are 176% more hotel rooms than motel units.   

46. If the higher average guest capacity which is available in motels (because of 

the mix of studio, one and two bedroom units) is taken into account, Dunedin 
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has at least 11% greater accommodation capacity in motels than hotels 

(based on the actual guest density recorded in the CAM).   

47. The average nightly capacity of Dunedin hotels in the year ended June 2012, 

was 1,248 guests (790 room supply (as shown in Table 2) x 1.58 guests per 

room (information from the CAM)) and Dunedin motels was 1,387 guests (758 

units (per Table 2) x 1.83 guests per unit (CAM data)). 

48. By contrast, in the top 10 main cities and tourism destinations as a whole, 

average nightly hotel capacity exceeded motel capacity by 46%.  Hotel 

capacity was 36,256 guests (22,519 rooms x 1.61 guests per room) and 

Motel capacity was 24,890 guests (13,527 units x 1.84 guests per unit). 

49. This indicates a much higher reliance on motel accommodation in Dunedin 

than in most of the other main tourism destinations.  The motel market caters 

mainly to the domestic leisure and business segments, including VFR market 

associated with the University of Otago.  

50. Dunedin’s combined hotel and motel room supply also puts it 9th in New 

Zealand, with 2.6% of total supply – exactly the same as Hamilton. 

51. The CAM shows that the Dunedin motel market has developed in small 

incremental steps, partly in response to the need for additional commercial 

accommodation, and partly as local property developers and builders have 

seen a property development opportunity.  Over the past 12 years, the motel 

supply in Dunedin has expanded by 52% (262 units). 

52. By contrast, all of the (net) expansion in hotel supply has been by the Scenic 

Hotel Group.  Over the past 12 years, since the 32 room expansion of 

Scenic’s Southern Cross hotel, the CAM shows that the hotel supply in 

Dunedin has expanded by only a further 12% (a net 86 rooms).  However, 

Scenic’s Dunedin City Hotel opened during the period in 2004 and has 121 

rooms.  This means that, according to CAM, there has been a net reduction of 

35 hotel rooms elsewhere in the market. 

53. Achieving a new 5 star hotel will always be a big step.  Finding an investor 

prepared to take the financial risk associated with taking that step is the 

biggest challenge.  Dunedin currently has such a potential investor. 
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54. If a significant new 5 star hotel is not achieved now, it is very probable that 

the future path for Dunedin will involve: 

 continuing growth of small motels, approximately 15 rooms at a time 

 occasional new 4 star plus hotel rooms which are not clearly differentiated 

in the market 

 limited or no real potential to develop or grow the Dunedin visitor industry 

into new segments it cannot adequately satisfy at present. 

COMMERCIAL ACCOMMODATION DEMAND VS HOTEL SUPPLY 

55. Table 3 summarises total commercial accommodation guest-night demand 

according to the CAM in the year ended June 2012.  This includes guests in 

hotels, motels, backpackers and holiday park accommodation.   

Table 3: Hotel Capacity in Dunedin and New Zealand (YE June 2012) 

Total % / Total Rank Properties Av. Size Per annum Per night % / Total Rank 5 star 4.5 star 4 star Other Total

(000s)

Auckland (city) 7,261      23.3% 50            145         4,517          12,375          14.2% 21.8% 22.5% 19.8% 29.7% 93.9%

Auckland (other) 1,947      6.2% 24            81           1,887          5,170            5.9% 32.0% 9.7% 18.6% 60.3%

Auckland (region) 9,208      29.5% 1 74            124         6,404          17,545          20.2% 1 15.4% 25.3% 16.8% 26.4% 84.0%

Wellington (city) 3,351      10.7% 2 32            105         2,075          5,685            6.5% 4 10.4% 27.9% 12.6% 43.4% 94.3%

Queenstown 3,132      10.0% 3 33            95           3,153          8,638            9.9% 2 10.8% 12.4% 12.6% 22.2% 58.0%

Rotorua 1,780      5.7% 4 19            94           1,711          4,688            5.4% 5 28.6% 4.5% 27.6% 60.8%

Christchurch (current) 1,345      4.3% 5 21            64           2,083          5,707            6.6% 3 1.5% 6.1% 7.7% 22.4% 37.7%

Far North (incl. BoI) 860         2.8% 6 23            37           1,039          2,847            3.3% 6 7.8% 13.9% 26.6% 48.3%

Westland (incl. Glaciers) 811         2.6% 7 16            51           635             1,740            2.0% 9 9.2% 65.4% 74.6%

Dunedin 790         2.5% 8 18            44           842             2,307            2.7% 8 17.8% 5.3% 31.7% 54.8%

Hamilton 706         2.3% 9 9              78           587             1,608            1.8% 10 17.6% 2.6% 50.0% 70.2%

Taupo 536         1.7% 10 9              60           961             2,633            3.0% 7 6.9% 3.1% 14.3% 8.3% 32.6%

Sub-total - 10 locations 22,519    72.2% 254          89           19,490        53,397          61.4% 8.7% 18.3% 11.9% 28.6% 67.5%

Other NZ 8,690      27.8% 288          30           12,262        33,595          38.6%

Total NZ 31,209    100.0% 542          58           31,752        86,992          100.0%

ChCh (pre-earthquake) 4,248      3,368          9,227           9.2% 18.7% 18.7% 0.0% 73.7%

CAM Total Guest Night Demand Hotel Rooms (@ 1.6 Room Density)Hotel Room Supply

 

(Source: Commercial Accommodation Monitor (Statistics NZ), Horwath HTL analysis) 

56. Dunedin ranked as the 8th location in terms of total commercial 

accommodation demand, with 2.7% of total commercial accommodation 

guest-nights (an average of 2,307 guests staying in Dunedin per night in 

commercial accommodation).   

57. Auckland has the largest proportion of guest nights spent in commercial 

accommodation of any region in New Zealand (20.2%), and the highest share 

of the national hotel room supply (29.5%).   

58. The higher predominance of hotel rooms compared to total guests 

accommodated is explained by Auckland being New Zealand’s main 

international visitor gateway and largest commercial centre. 
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59. Table 3 also shows the extent to which available hotel capacity could 

accommodate total commercial accommodation demand (all forms, including 

hotels, motels, backpackers and holiday parks) assuming existing hotel 

supply achieves 100% occupancy and an average room density of 1.6 

guests. 

60. Table 3 shows that Dunedin hotels could accommodate only up to 55% of 

total commercial accommodation demand, compared to the average of 68% 

for the 10 main city and visitor destinations.  Apart from the current unusual 

situation in Christchurch (post earthquake) the only centres with a lower hotel 

capacity compared to total visitor accommodation demand are Taupo and the 

Far North (Bay of Islands). 

61. Taupo and the Far North are heavily domestic leisure destinations, both 

benefiting from domestic leisure demand from the Auckland ‘drive’ market, 

with a relatively high volume of motel, apartment and timeshare 

accommodation.   

62. Despite its relatively small overall hotel supply, Taupo has a 5 star hotel – the 

113 room Hilton Lake Taupo which opened in 2009, incorporating the historic 

Terraces Hotel (1889). 

63. Therefore Taupo and the Far North are not directly comparable to Dunedin in 

terms of the size of their hotel markets, despite the overall scale of 

commercial accommodation demand being stronger, because of the strong 

domestic leisure base and lack of corporate / business market in both 

locations.   

WHY A 5 STAR HOTEL FOR DUNEDIN RATHER THAN ANOTHER 4 STAR PLUS 

HOTEL? 

64. There has been market evidence of an aspiration for, and ‘latent demand’ for, 

a 5 star hotel in Dunedin over a long period of time.  This has been expressed 

as a desire for a standard of product clearly above the existing hotel supply.   

65. Our research indicates this is particularly the perspective of tour operators 

who are dealing with markets where visitors are concerned about product 

quality and value for money (eg: the US market and some emerging Asian 

markets including China). 
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66. There is no internationally branded 4 star plus hotel in Dunedin.  The two 

Qualmark 4 star plus properties are both owned and operated by Scenic 

Hotels, with a total of 231 rooms.  Scenic is a strong local brand but is not 

recognised in international markets. 

67. The 76 room Mercure Leisure Lodge (Qualmark 4 star hotel) is a mid-range 

hotel located 2.5 kms north of the city centre.  This is the only internationally 

branded 4 star hotel in Dunedin. 

68. The Hotel St Clair, which opened in 2009, is self-rated as a four star property 

and is superior to the Mercure Leisure Lodge.  It is a boutique hotel (26 keys) 

and is located 5kms from the city centre.  It is not suitable for accommodating 

large groups and is not internationally branded. 

69. The Mercure Dunedin hotel has a Qualmark 3 star plus grading and has 48 

rooms.  This makes it the highest standard internationally branded hotel in the 

Dunedin CBD.   

70. The 55 room Kingsgate Dunedin hotel also has a Qualmark 3 star plus 

grading, and is managed by Millennium and Copthorne Hotels.  However, 

Kingsgate is a mainly domestic New Zealand brand (with two properties in the 

Middle East).  

71. The market gap is very clear – a hotel that is of 5 star standard with a strong 

brand that is internationally recognised as being a 5 star brand.   

72. In the US market, such a 5 star brand or hotel would be described as 

‘upscale’ or even ‘upper upscale’ or ‘luxury’.  The market opportunity in 

Dunedin is for an ‘upscale’ hotel. 

73. I am advised that Betterways is an experienced property and 5 star hotel 

developer and investor, and has a specific interest / desire to invest in this 

particular proposed hotel project in Dunedin.   

74. Securing such a hotel investor is a major achievement for Dunedin, and 

provides a rare opportunity for Dunedin in the context of the track record of at 

least the past 30 years.  It is also currently a unique situation in the overall 

competitive context of the New Zealand hotel and tourism industry. 
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75. Most investment in new 5 star hotels in New Zealand over the next 10 years 

(if indeed there is any at all) is likely to be in Christchurch (replacement 

hotels) and possibly Auckland (to satisfy incremental international visitor 

demand). 

76. Dunedin is therefore very fortunate to have an investor who wishes to develop 

and own a 5 star hotel in the city.  Finding an investor is always the most 

significant challenge to achieving a new 5 star hotel.   

77. Having an interested investor is a significantly greater achievement than 

having one or more property developers or hotel operators expressing 

interest in operating / managing a hotel in Dunedin (but no investor / owner). 

78. This is because it is the hotel owner who carries both the investment and 

business operating risk associated with the hotel – the hotel management 

company carries neither risk. 

POTENTIAL IMPACT OF A 5 STAR HOTEL ON THE DUNEDIN TOURISM 
INDUSTRY 

79. Developing a 150–250 room 5 star hotel would assist in achieving Dunedin’s 

Visitor Strategy vision of Dunedin being “New Zealand’s premiere regional 

tourism destination for all visitors” by 2015.  The Dunedin Visitor Strategy was 

a joint project between Tourism Dunedin, the Dunedin City Council and 

Dunedin Host (society of Dunedin tourism operators). 

80. Tourism Dunedin’s “Visitor Market Profile” (March 2012) provides a realistic 

statement of Dunedin’s situation: 

“Dunedin has to compete strongly to attract visitors. We are located away 

from the populous North Island cities and outside the traditional South Island 

touring triangle of Christchurch – Aoraki / Mount Cook – Queenstown 

favoured by international visitors on organised tours.” 

81. Dunedin most certainly cannot currently claim to be the premiere regional 

tourism destination in New Zealand, and would not be able to do so by 2015 

without achieving the development of a new 5 star hotel.  Refurbishing 

existing hotel stock could not assist Dunedin achieve the vision.   
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82. Over the next decade, and further into the future, Dunedin will face strong 

competition from other regional destinations which have similar aspirations to 

Dunedin but a clearly superior supply of hotel rooms. 

83. Achieving a 5 star hotel in Dunedin will significantly improve Dunedin’s 

competitive position, but this alone will not catapult Dunedin into the league of 

major tourism destinations.  It will simply enable Dunedin to compete more 

effectively as a specialist destination with these major destinations. 

84. As New Zealand’s inbound visitor markets continue to change with a greater 

reliance on the inbound visitor markets of Australia and China, competition 

between regions to retain their share of visitor nights will become more 

intense.  Queenstown and Christchurch are the most obvious direct 

competitors with Dunedin in the context of the South Island.  Both have good 

air services from Australia and both have (or will have) good quality 5 star 

hotel accommodation. 

RECENT DUNEDIN TOURISM INDUSTRY PERFORMANCE 

85. Despite the constraints of its hotel supply and the disruption to travel patterns 

in the South Island since February 2011, the Dunedin tourism industry has 

been achieving some reasonable success. 

86. Table 4 shows an analysis of estimated visitors to Dunedin in 2011 compared 

to 2010, analysed by Reason for Visit.  This is based on the “New Zealand 

Regional Tourism Estimates” data released by the Ministry of Business 

Innovation and Employment (“MBIE”) which they state provide the best 

available estimates of tourism at a regional level.   

87. The Estimates synthesise a wide range of tourism data including the 

International Visitors Survey, Domestic Travel Survey, and electronic 

transactions data. 

88. Tourism flows in 2011 were unusual, especially in the South Island, following 

major disruption to the Christchurch hotel supply and tourism industry after 

the devastating earthquake of February 2011.   

89. International travel to and around the South Island in particular has been 

significantly disrupted.  This had a flow-on impact on Dunedin.   
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Table 4:  Visitor estimates to Dunedin (YE December 2011) 

Year ended December

Holiday VFR Business Education Other Total

Domestic visits:

Day 279,229 292,238 230,295 8,328 82,625 892,715

Overnight 191,995 261,437 122,043 15,780 21,618 612,873

Total 471,224 553,675 352,338 24,109 104,243 1,505,588

% change on previous year:

Day -0.5% 12.6% 21.7% 1.2% 1.0% 9.0%

Overnight -0.6% 11.8% 21.7% 0.6% 0.5% 8.6%

Total -0.5% 12.2% 21.7% 0.8% 0.9% 8.8%

International visits:

Day 125,481 25,741 3,440 6,095 7,734 168,490

Overnight 255,935 48,299 10,756 14,472 14,594 344,055

Total 381,415 74,040 14,196 20,567 22,328 512,545

% change on previous year:

Day -6.3% 3.9% -3.9% 3.3% 16.5% -3.6%

Overnight -6.8% 1.1% -3.6% -1.7% 11.7% -4.8%

Total -6.6% 2.0% -3.7% -0.2% 13.3% -4.4%

Total visits:

Day 404,710 317,979 233,735 14,423 90,358 1,061,205

Overnight 447,929 309,736 132,799 30,252 36,212 956,928

Total 852,639 627,714 366,534 44,675 126,570 2,018,133

% change on previous year:

Day -2.4% 11.9% 21.2% 2.1% 2.2% 6.7%

Overnight -4.2% 10.0% 19.2% -0.5% 4.7% 3.4%

Total -3.4% 10.9% 20.5% 0.3% 2.9% 5.1%

Visitor nights:

Domestic 438,998 706,477 283,835 40,615 52,538 1,522,462

International 572,591 337,745 83,915 421,574 119,284 1,535,109

Total 1,011,589 1,044,222 367,750 462,188 171,822 3,057,571

% change on previous year:

Day 0.4% 7.4% 25.2% 0.2% 0.1% 7.6%

Overnight 2.5% 4.0% 33.2% 22.5% -7.3% 8.2%

Total 1.6% 6.3% 26.9% 20.1% -5.1% 7.9%

Average length of stay

Domestic 2.3 2.7 2.3 2.6 2.4 2.5

International 2.2 7.0 7.8 29.1 8.2 4.5

Total 2.3 3.4 2.8 15.3 4.7 3.2

2011

 

(Source: MBIE / Covec, analysis by Horwath HTL)   

90. Domestic visitor numbers were up 8.8%, driven by a strong increase in 

business visits (up 22%, with nights up 25%) and Visiting Friends and Family 

(up 12%, with nights up 7%).  Both of these would have been affected by the 

earthquakes.  Overnight domestic holiday visits showed a small decline 

(down 0.6%) but nights increased 0.4%. 

91. International visitors to Dunedin were down 4.4% in 2011 but visitor nights 

were up 8.2%, which could reflect Dunedin being seen as a good alternative 

visitor destination to Christchurch and Canterbury, and as a result benefitting 



17 
 

 

from an increased length of stay.  International holiday visits were down 6.6%, 

but nights were up 2.5%.  International education visits were down 0.2%, but 

nights were up 22.5%.   

92. Combined domestic and international visits were up 5.1%, and nights were up 

7.9%. Although combined domestic and international holiday visits were down 

3.4%, holiday visitor nights were up 1.6%. 

93. Dunedin had seen no growth in total visitor nights in the two previous years. 

94. BERL analysis published in the “Dunedin Visitor Market Profile” indicates that 

growth in tourism employment in Dunedin in the 10 years to 2009 was 1.7% 

average per annum.  In 2009, tourism employment represented 5.1% of total 

FTE employment in Dunedin. 

95. Dunedin’s tourism employment growth was higher than in New Zealand as a 

whole over the past decade.  According to the Tourism Satellite Account 

published by Statistics New Zealand, total tourism FTE employment in New 

Zealand rose from 85,500 to 93,600 FTEs over the same period to June 2009 

(0.9% per annum).  In 1999 tourism represented 4.9% of total FTE 

employment in New Zealand. 

96. However the BERL analysis indicated that the growth in tourism employment 

in Dunedin was lower than the growth in employment in the overall Dunedin 

economy, which grew by an average 2.1% per annum over the 10 years to 

2009.  The growth in the number of Dunedin tourism businesses matched the 

growth in tourism employment but was also below the growth in the overall 

number of businesses in Dunedin which grew by an average 2.5% per annum 

over the 10 years to 2009 

97. Dunedin’s direct air connections with Australia are successful.  When Pacific 

Blue services (now Virgin Australia) from Brisbane were introduced in 2010, a 

46% growth in international passengers was achieved.  According to Dunedin 

International Airport Ltd, international passenger numbers through the airport 

in the year to June 2012 were 27% higher than for the year ended June 2010.  

The Dunedin to Brisbane route operates year-round, peaking at six services 

per week between June and September with seasonal summer holiday 

services from Sydney and Melbourne.  



18 
 

 

98. According to the Chief Executive of the airport company, 50% of passengers 

on trans Tasman air services into Dunedin are now international visitors, up 

from approximately 30% when trans Tasman services started in 1995.  The 

airport is seeing strong growth in passenger numbers on the direct Auckland–

Dunedin route, especially since Jetstar started a direct daily service during 

2011.  Passenger numbers are already at 100,000, and the airport expects to 

see additional Jetstar services to Dunedin introduced in the current year. 

POTENTIAL GROWTH FOR DUNEDIN FROM THE CHINA TRAVEL MARKET 

99. The latest forecasts for growth in inbound visitors to New Zealand were 

released by the Ministry of Business, Innovation and Employment (“MBIE”) on 

20 November 2012.  The most significant rate of growth in inbound visitors to 

New Zealand in the next 7 years is forecast to be from China.   

100. The number of ‘holiday’ visitors from China is forecast to grow from 98,000 

last year (2011) to 362,000 in 2018.  This is a growth rate of over 20% 

compounding growth per annum.   

101. The MBIE report makes the following relevant comments: 

“Weak demand from debt-ridden traditional Western markets will be more 

than offset by robust demand from Australia and emerging Asia (China in 

particular). 

“China and other emerging markets are the greatest source of opportunity.  

Their economies are industrialising, urbanising and rapidly growing the 

number of middle-class households.  Higher incomes will lead to international 

travel, including to New Zealand. 

“The sector needs to plan for a different type of demand and possibly in 

different regional locations.  Spend will also be heavily influenced by the 

visitor mix.  Many Australian arrivals are visiting friends and relatives, tending 

to reduce spending growth from Australia relative to the increase in visitor 

numbers. 

“Connections with Asia are getting stronger through migration, trade and 

investment flows.  Over coming decades, there is an opportunity to grow 

visitors from Asia to the levels we experience with the Australia and UK 

markets. 
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“Chinese visitor spending per day has been volatile, but is high for an 

emerging economy. Spending per day is on a par with Japan and Korea. 

Tourism operators need to better understand the tastes and preferences of 

Chinese visitors to capture their share of the spending.” 

102. Martin Snedden, CEO of the Tourism Industry Association NZ, wrote (in the 

New Zealand Herald on 21 November) about some of the challenges and 

opportunities associated with the China travel market.  This was in the context 

of the planned easing of visa restrictions for some Chinese visitors.  His 

comments included interesting information about two different categories of 

Chinese visitors to New Zealand.  His comments included the following: 

 “For the past three months, a public-private sector group has been working 

intensively to identify initiatives that will underpin Chinese visitor growth and 

improve both quality of that visitor experience and spend. Recommendations 

from this China Market Review team will shortly be presented to Government. 

“Currently visitors from China have two NZ visa options. The first is to be part 

of a group whose visa obligations are taken care of by an Approved 

Destination Status agent. About 60 per cent of Chinese visitors travel on 

these group visas and they are governed by a pre-approved, tightly-

controlled itinerary. 

“The second is for individuals or groups who don't wish to use this option. 

The requirements are much more challenging but movement in New Zealand 

is far less restrictive. 

“These well-intended visa processes have unwittingly created a major 

impediment to the potential from the China market being fully realised. 

Because the second option is much more challenging, many choose the 

approved-destination route. The nub is that shopping consortiums have 

effectively gained control over the arrangements and payments for the 

majority of these tours, restricting yields and undermining the quality of the 

visitor experience. 

 “Our China FTA has opened up new, direct air capacity with China. The 

challenge now is to help Air New Zealand, China Southern, and others to fill 

that available capacity. 

“The China Southern agreement fits beautifully with this visa-liberalisation 

strategy. It will encourage much greater use of non-approved destination 
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visas. It should result in visitors staying longer, enjoying a better visitor 

experience and spending more in our economy. 

“The profile of these Pearl cardholders is seasoned international travellers, 

generally in sound economic health, with strong ties to their homeland, and 

who, in the course of their international travels, will have successfully passed 

through many visa and security processes. 

“They are part of a fast expanding upper and middle class in China who are 

travelling in greater numbers and with greater frequency than ever before. 

“This China Southern initiative should not be stand-alone. The principles of 

this agreement can, and should, be applied in a number of other high value, 

low risk target areas. These visa-related initiatives, combined with others, will 

help New Zealand nail our China opportunity. 

“Some in this country will always see something sinister in anything to do with 

China, but those of us in tourism are congratulating Immigration Minister 

Nathan Guy and Immigration NZ on this positive decision.” 

103. The type of Chinese visitors that Dunedin should aspire to attract are the 

ones Mr Snedden is referring to, not the groups associated with the group 

visas, or not, at least, as the scheme currently operates.  

104. But Dunedin is not currently well positioned to capture such China visitors.  

The main constraint (and a significant one) is the quality (on average) of hotel 

rooms available in Dunedin, and lack of well-known and respected 

international hotel brands, as already noted in my evidence. 

105. Brands, and quality brands in particular, are important, or very important to 

the rapidly growing numbers of Chinese with moderate or high disposable 

incomes.  This applies particularly in the case of Chinese travellers. 

106. Hilton was the top hotel brand in 2010 and 2011 according to the TNS Global 

research of the top 1000 Travel and Leisure brands (incorporating hotels and 

all other travel and leisure categories) in Asia.    

107. Hurun Report Inc published “The Chinese Luxury Traveler White Paper” in 

Shanghai in June 2012, based on face-to-face interviews with 150 Chinese 

millionaires, mostly located in Shanghai and Beijing, in April and May 2012.  

80% of the respondents were male and the average age was 37.   
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108. The report surveys luxury travel behaviour and brand preferences.  In terms 

of hotels, the White Paper states: 

“When choosing a hotel, nearly 60% of Chinese millionaires regard the 

reputation of the hotel to be most important, followed closely by its 

geographical location.  Transportation and Hotel Service are also considered 

fundamental factors by over 40% of Chinese millionaires.” 

109. Perhaps not surprisingly, price was the least important factor for Chinese 

millionaires in choosing a hotel. 

110. The five most preferred hotel brands (and the relative index number 

compared to the top-ranking hotel brand) were Shangri-La (100), Hilton (88), 

Ritz-Carlton (58), Grand Hyatt (58) and The Peninsula (56).  Hilton is the only 

brand in the top 10 list currently represented in New Zealand. 

111. At the time of the official opening of the Hilton Queenstown hotel, the ODT 

reported (on 25 June 2011) that Ashley Spencer, Hilton Worldwide 

Australasia operations vice president, of Sydney, said that Hilton had been 

open about wanting a presence in Dunedin. He commented that the company 

had had a contract on the former Dunedin Chief Post Office building, which 

would have made a “nice boutique Hilton”, but history continued to repeat and 

“the developer fell over”.  While the option of the post office, “a lovely 

building”, was off the table, Mr Spencer said the company still had an eye on 

Dunedin. “Opportunities that might come our way we’ll have a look at.”   

112. Tourism New Zealand is targeting visitor growth from the luxury end of the 

China market. 

113. According to Tourism New Zealand, while most holiday visitors from China 

travel to New Zealand with organised group tours (67 per cent), there is 

increasing interest from families and small groups in self-drive and 

campervan itineraries.  The Chinese market continues to be predominantly 

dual-destination.  More than 70 per cent of Chinese holiday visitors to New 

Zealand visit another country as part of the same trip. 

114. The ITB World Travel Trends Report 2011/12 shows that the driving force in 

the Chinese outbound visitor market comprises young professionals with high 

incomes.  They are demanding of high quality services and moving from 

traditional tour groups to seeking more individual travel experiences.  While 
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they still want to pack in as much sightseeing as possible, this will change in 

the future towards more experiences such as relaxation and entertainment.   

115. The new Chinese tourists are high users of the Internet, mobile technology 

and social media.  ‘Green tourism’ is an increasing segment, with visitors 

interested in ecotourism, rural tourism, adventure tourism and agri tourism.  

Other segments include health and wellness tourism which involves exercise, 

good nutrition, relaxation, stress reduction and pampering. 

116. Air New Zealand currently flies five times per week from Shanghai and hopes 

to increase this to a daily service. China Southern Airlines increased its direct 

route from Guangzhou to Auckland to a daily service in November 2011, after 

only opening the route in April. 

117. New Zealand is also well served by indirect services from China with 

Singapore Airlines, Cathay Pacific and Korean Air. The introduction of Jetstar 

services from South East Asia has also helped increase Chinese visitor 

numbers by providing low-fare options. Jetstar links into major cities in China, 

allowing travellers to connect to the airline’s South East Asian hub in 

Singapore and travel onwards to Auckland.   

118. The daily jet services between Auckland and Dunedin provide good 

opportunities for Chinese visitors to get to Dunedin. 

119. As already noted , the existing hotel stock in Dunedin will not meet most 

Chinese aspirations or expectations, except at the economy end of the 

market – but most of those economy Chinese visitors will not get to Dunedin 

on their short travel itineraries in New Zealand. 

120. The only significant competitive strength Dunedin could achieve in attracting 

high-end Chinese visitors to Dunedin would be to have a well-known and 

respected (in China) 5 star international hotel brand represented in Dunedin 

managing a quality 5 star hotel. 

121. Dunedin has an opportunity to leverage a ‘uniquely authentic’ Chinese 

Gardens visitor attraction and strong sister city relationships, supported by a 

significant local Chinese community (well represented by former mayor Peter 

Chin). 
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122. New Zealand tourism data indicates Dunedin currently has a very small 

number of Chinese visitors (2% of international visitors and nights in Dunedin 

in 2009 and less than 1% of total nights (international and domestic)). Given 

the content of this Brief of Evidence, this is hardly surprising. 

123. Dunedin will not significantly improve its performance in the Chinese visitor 

market without an internationally branded 5 star hotel.  If such a hotel is not 

achieved, Dunedin will continue to slip in terms of its market share of visitor 

nights in the tourism industry over the next decade, possibly significantly so, 

as Dunedin’s traditional longer-haul markets (eg: UK / Europe, North 

America) will not grow significantly, and may well decline. 

124. Redevelopment of the Dunedin Centre will do something to improve 

Dunedin’s competitiveness in the national conference market, but it is also 

likely to be constrained in terms of its overall competitiveness by the lack of a 

5 star hotel. 

125. A new 5 star hotel supported by its own adequately scaled conference 

facilities is the single most significant asset Dunedin needs to achieve to 

improve the competitiveness of the Dunedin visitor industry nationally and to 

grow ‘new’ visitor arrivals to Dunedin over the next decade.  This will have a 

greater impact on growing visitor numbers to Dunedin than the publicly 

funded refurbished Dunedin Centre / Town Hall and Forsyth Barr Stadium, 

because it will be there 365 days per year and will need to be filled with new 

or ‘incremental’ guests. 

126. By comparison, developing additional 4 star plus hotel rooms will not give 

Dunedin an additional competitive advantage, may not grow overall visitor 

demand, and would more likely result in a redistribution of demand between 

existing 4 star plus properties, and therefore hotel price discounting. 

127. Scenic Hotel Group currently manage 38% of the Dunedin hotel room stock, 

with all of those rooms being at a Qualmark 4 star plus standard. 

128. A situation which resulted in the addition of more rooms of the same standard 

of those already present (4 star plus) would not be likely to grow the market in 

Dunedin to any significant extent.  It is therefore more likely to result in room 

rate discounting which would represent a net loss of economic value 

generated by the Dunedin hotel industry, not a net gain. 
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DESIRABILITY OF PROPOSED WATERFRONT LOCATION FOR 5 STAR HOTEL 

129. No existing Dunedin hotel or commercial accommodation takes advantage of 

views of the magnificent Otago Harbour, except Larnach Lodge (12 x 4 star 

rooms, 15kms from CBD, not waterfront location).  The closest example is the 

boutique Hotel St Clair with its ocean-facing location and views. 

130. There is therefore a clear gap and market opportunity for a 5 star hotel in 

Dunedin to take advantage of good views of Otago Harbour on the proposed 

site.  50% of the guest rooms will have excellent harbour views.  Those guest 

rooms that do not have harbour views will have good views of the city and the 

surrounding hills.  All views will be improved the higher the hotel is.  Superior 

views will translate into higher room rates being achievable by the hotel, 

which will be a critical factor – the most critical factor – in ensuring the 

financial feasibility of the hotel. 

131. The proposed waterfront location and views of Otago Harbour would provide 

a competitive point of difference to a new 5 star hotel in Dunedin, while still 

being less than an 800m walk from the centre of the CBD. 

132. Development of a hotel on the proposed site would help ‘kick start’ and be 

highly synergistic with Council’s visitor-friendly waterfront precinct (south of 

Steamer Basin) and connection with the CBD. 

133. Visitor-friendly development will assist in ‘opening up’ the Dunedin waterfront 

for all – similar to Viaduct Harbour and Wynyard Quarter in Auckland. 

134. By way of example, development of the Auckland harbour precinct over the 

past decade has resulted in mainly 5 star hotel development (and proposed 

development): 

 5 star Hilton hotel on Princes Wharf (165 rooms) 

 5 star Sofitel Auckland Viaduct Harbour hotel (formerly Westin Hotel) (116 

rooms) 

 4 star plus Sebel Suites apartment hotel on Viaduct Hotel (now managed 

by Accor) (122 suites) 
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 proposed 5 star hotel on Viaduct Harbour / Wynyard Quarter (adjacent to 

Viaduct Events Centre) (300 rooms) 

 proposed 5 star Four Seasons hotel in Britomart precinct overlooking 

harbour (175 rooms). 

135. If the waterfront site is not available for the 5 star hotel development, 

alternative sites would be inferior and have a detrimental impact on the room 

rates achieved and therefore the financial feasibility of the hotel.  The next 

best alternative to the waterfront site would be a central CBD site next to a 

significant demand generator.   

136. An example of such a site would be the DCC Filleul Street carpark site, next 

to the Dunedin Town Hall and Dunedin Centre.  Whilst this site may appeal to 

the corporate market, it would not be as desirable as the waterfront site for 

domestic and international leisure guests, would not be close to the new 

waterfront tourism precinct, and not take advantage of the harbour edge 

location. 

137. Either site provides the opportunity for a “new build” 5 star hotel as opposed 

to a building conversion.  A new build would be highly desirable because: 

 it would ensure that the hotel could meet the brand standards of the hotel 

management company 

 it would ensure that compromises in design were minimised 

 it would not been constrained by the physical dimensions and proportions 

of any existing building. 

138. In my experience, a building conversion in Dunedin is unlikely to meet the 

increasingly stringent brand standards of most international 5 star hotel 

management companies, and very few such buildings (if any) would offer a 

combination of a premium location and good views from a high proportion of 

guest rooms.  All of the Qualmark 5 Star hotels in New Zealand (except the 

currently closed Millennium Christchurch) were originally built as new hotels.   

139. A few 4 star plus hotels in New Zealand are building conversions (eg: 

Heritage Auckland, Novotel Wellington, CityLife Wellington, Heritage 
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Christchurch).  Building conversions suit 4 star and 4 star plus hotels much 

more satisfactorily than 5 star hotels. 

IMPORTANCE OF APARTMENTS ON OVERALL FINANCIAL FEASIBILITY OF 
DEVELOPMENT 

140. Achieving a satisfactory return on investment on a new 5 star hotel 

development will be challenging – it always is, anywhere in New Zealand. 

141. Therefore, 5 star hotel investors need to find ways of improving the overall 

profitability of a proposed development in a ‘sustainable’ way. 

142. Two key ways of improving the financial feasibility of a 5 star hotel project are: 

 staging the project (additional rooms added as demand justifies it) 

 combining the hotel with a larger mixed used development. 

143. In the case of the proposed hotel site, there is no possibility of adding hotel 

rooms in stages.  Variations of staging the hotel could, in this instance, 

involve: 

 reserving some floors of the building for subsequent fitout as hotel rooms 

(leaving those floors either vacant initially or with a temporary short to 

medium term use) – as Scenic Hotel Group did initially with their Dunedin 

City Hotel building conversion 

 having some future hotel floors developed as apartments (which can later 

function as hotel suites) which are not sold to external investors and 

which can be converted to hotel use in the medium to long term as 

demand justifies. 

144. This outcome can often be achieved in a ‘mixed use’ development where: 

 the hotel can ‘add value’ to other components of the mixed use 

development in the development and / or the ongoing operations of the 

development 

 the other components of the mixed used development can ‘add value’ to 

the ongoing operations of the hotel 
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 higher development profits and / or higher ongoing investment returns 

from other components of the development can ‘top up’ the hotel 

profitability. 

145. Examples of ‘mixed use’ developments including a 5 star hotel include: 

 privately owned residential apartments where hotel services can be 

conveniently provided to residents (eg: Stamford Residences, Auckland) 

and where this service, and the associated ‘brand prestige’ add value to 

the sale price of the residential apartments 

 privately owned serviced apartments where hotel services can be 

conveniently provided to serviced apartment guests (eg: Hilton 

Apartments, Princes Wharf, Auckland) and where this service, and the 

associated ‘brand prestige’ add value to the sale price of the residential 

apartments 

 private residence clubs and / or fractional ownership developments with 

associated hotel services (proportional ownership schemes) mainly in 

resort locations (no current examples in New Zealand, although timeshare 

is an early variation of this (eg: Duxton Hotel in Rotorua and Edgewater 

Hotel in Wanaka both of which have associated timeshare)) 

 privately owned or civic conference centre facilities (eg: SKYCITY 

Convention Centre / SKYCITY Grand hotel in Auckland, Melbourne 

Convention and Exhibition Centre and Hilton Melbourne South Wharf 

hotel, and proposed new conference centre and new hotels in 

Christchurch) where the convenience of ‘on-site’ hotel accommodation 

provides added convenience for conference delegates and a competitive 

advantage to the conference centre 

 privately owned or civic carpark and hotel (eg: former Crowne Plaza hotel 

in Christchurch) where hotel guests can have convenient undercover 

parking and the locality achieves additional public carparking as part of a 

major property development 

 casino (eg: SKYCITY Auckland, the planned SKYCITY Hamilton hotel 

announced this week, and many other examples) where the hotel 
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provides convenient accommodation for casino patrons and a competitive 

advantage over ‘stand alone’ casinos. 

146. Other less-sustainable ways in which developers have dealt with the impact 

of lower returns on hotel investments have included: 

 selling strata-titled guest rooms to ‘mum and dad’ investors, usually with 

the promise of ‘guaranteed returns’ in the early years; examples are: 

o proposed Dunedin Hilton which did not eventuate 

o proposed Centra hotel in Auckland which did not eventuate 

o Westin Auckland hotel (now the Sofitel Auckland) which was 

not a commercially sustainable arrangement and was 

overturned by the High Court 

o the former Best Western Hotel in Auckland where the 

developer and operator both failed financially before closing for 

at least 6 months and re-opening as the Duxton (now Amora) 

Hotel 

 developing more expensive strata-titled serviced apartments and suites 

rather than smaller hotel rooms, providing hotel services (ie: reception 

and food and beverage outlets) and selling them to ‘mum and dad’ 

investors, usually with the promise of ‘guaranteed returns’ in the early 

years (eg: The Rees in Queenstown) 

 leveraging projects with too much debt (eg: high-priced mezzanine 

finance and subordinated debt from finance companies, etc) 

 creating special-purpose investment funds to invest in higher-risk projects 

and offering investment bonds to the general public 

147. Having a property developer / investor who intends to develop a commercially 

successful mixed use property development, if it is financially feasible to do 

so, is preferable to a property developer whose main objective is to develop 

and sell-down high-priced product to the ‘retail’ investor market as quickly as 

possible, where the ongoing financial sustainability of the property may not be 

realistically achievable. 
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148. In my experience, achieving an adequate Return on Investment (“ROI”) on a 

5 star hotel will be dependent on: 

 the purchase price of the hotel land  

 the capital cost of developing the buildings and fit-out 

 the calibre and experience of the hotel management team  

 the occupancy achieved by the hotel on an annual basis 

 the room rates achieved – the most critical factor in achieving success 

 the scale of meeting and conference facilities relative to the number of 

guest rooms 

 the extent of operational efficiency achieved by the manager, in terms of 

department trading expenses, and departmental trading profitability 

 the extent of control over fixed and semi-variable overhead expenses, 

both of a discretionary nature and otherwise. 
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CONCLUDING COMMENTS 

149. Dunedin has the opportunity to secure the development of an internationally 

branded 5 star hotel on a prime waterfront site, with an investor wishing to 

fund the project.  This is a rare opportunity. 

150. It is clear from my evidence that the Dunedin hotel industry has a significant 

gap in terms of: 

 the number of rooms available in the overall market 

 the overall quality of hotel rooms available on average 

 the need for a 5 star hotel rather than another 4 star plus hotel. 

151. Dunedin cannot significantly improve its overall performance and 

competitiveness in the wider New Zealand tourism industry without achieving 

a 5 star hotel.  This is a very strong opportunity which Dunedin should 

embrace and facilitate to the greatest extent possible. 

 

SHS Hamilton 

3 December 2012 
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Professional Profile 

Stephen Hamilton is a Director of Horwath HTL Ltd, a specialist 
hospitality, tourism, and leisure industry consulting practice formed in 
April 2002.  The firm is part of the Horwath HTL practice comprising 
10 offices in Asia and the Pacific.  Stephen was formerly a Principal 
in Ernst & Young, heading the firm’s Tourism & Leisure Consulting 
Group.  He has 25 years’ consulting experience in the tourism 
industry including hotels, conference, leisure and theatre sectors.  
Stephen specialises in market demand and feasibility studies, 
financial projections and economic impact assessments. 

 

CONSULTING EXPERIENCE 

Hotel / Accommodation Sector 

� Review of operational performance and independent 
projections re future performance of 5 star hotel and spa resort 
property in Fiji, including capital expenditure analysis. 

� Review of operational performance of 5 star hotel and spa 
resort property in Queenstown. 

� Review of operating budgets of 5 star hotel and spa resort 
property in Queenstown. 

� Expert evidence re demand for 5 star hotel in Dunedin, and 
impact on local tourism industry, for developer of hotel. 

� Independent market analysis and commercial advice to 
potential funder of a partially completed destination resort 
development in Queenstown. 

� Mediation re operating budget for 5 star hotel in Auckland. 

� Arbitration re operating budget for 4½ star hotel in Wellington. 

� High level market analysis re hotel and conference industry 
demand for developers of proposed major mixed use property 
development in Queenstown. 

� Review of operational and financial performance, budget 
review and business advice, preparing indicative projections for 
an information memorandum, review of cost allocations 
between a hotel and serviced apartments for a 5 star property 
in Auckland. 
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� Review and report on a draft management agreement, including general costs and benefits 
and key commercial terms for a luxury island resort in Fiji. 

� Review of apartment cost allocations for a major 5 star Auckland hotel. 

� Review of market demand and supply, and operating projections for a 5 star Auckland hotel. 

� Due diligence review of a major 5 star Auckland hotel. 

� Review of operating budget for a major 5 star Auckland hotel. 

� Market demand and financial feasibility study re proposed 5 star hotel in the Cook Islands. 

� Market demand and supply analysis, indicative demand projections in including occupancy 
and average room rate by major market segment for a 4½ star resort in Christchurch. 

� Market demand and supply analysis, financial feasibility study and scenario analysis, and 
preparation of an information memorandum for the expansion of a 4 star hotel in Hokitika. 

� Market demand and options analysis regarding development of expanded hotel and 
conference facilities in Tauranga. 

� Market demand analysis, location analysis and financial projections for a 4½ star–5 star hotel 
in Dunedin. 

� Market demand and supply analysis for a proposed redeveloped 4 star hotel, spa and pools 
complex at Waiwera. 

� Review of operational and financial performance of New Zealand hotel operations, and 
business advice, at the request of both lenders and owners. 

� Former Editor of “The Ernst & Young Survey of New Zealand’s Hotel Industry”. 

� Independent expert re dispute between owner and operator of a 4½ star Rotorua hotel 
regarding treatment of development, fit-out and pre-opening costs. 

� Cost-benefit analysis of capital expenditure options for the 5 star Sydney Regent Hotel. 

� Review of financial projections for an Australian boutique luxury hotel group as part of a 
proposed public float. 

� Expert witness in two arbitrations involving accommodation establishments in Auckland and 
Christchurch. 

� Preparation of detailed visitor and accommodation projections, and detailed financial 
projections for Melbourne’s 5 star Sheraton Towers and Regent Hotels; one for the hotel 
owner, and one for a prospective purchaser. 

� Market demand and financial feasibility analysis for various other hotel projects (including 
new developments and building conversions) throughout New Zealand. 

� Initial projections for proposed 5 star golf resort near Christchurch. 

� Detailed demand and financial projections for partially complete 5 star hotel in the Cook 
Islands, as part of a major appraisal of the project. 

� Selection of operator for a South Island 4 star resort hotel, including negotiation of key 
commercial terms and detailed memorandum of understanding. 
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� Peer review of independent consultant report regarding a proposed conference centre and 
hotel development in the Hawke’s Bay. 

� Market Demand and feasibility studies for major golf and recreation resort developments, 
including detailed projections of international and domestic visitor growth, accommodation 
demand, new accommodation requirements, and detailed financial projections of profitability, 
cashflow, balance sheets, and return on investment data. 

 

Tourism Sector 

� Expert witness at an Environment Court hearing regarding a proposed development at 
Matiatia on Waiheke Island. 

� Preliminary assessment of market demand for a proposed museum / attraction concept in 
Paihia, Bay of Islands. 

� Develop a scoping plan for a workforce and skills development programme for the New 
Zealand tourism industry, including industry consultations and report. 

� Review of preliminary market demand and feasibility analysis for a major visitor attraction in 
Te Anau, Fiordland. 

� Market demand analysis and financial projections for a proposed expansion of Otago Settlers 
Museum, Dunedin. 

� Preliminary market demand and feasibility analysis for major visitor attractions in Te Anau and 
Auckland. 

� Responsibility for preparation of Tourism Industry Research Strategy for a consortium of 
industry bodies. 

� Responsibility for Horwath HTL’s joint involvement in Economic Impact Analysis of the 
Auckland 2003 America’s Cup defence on the Auckland and New Zealand economies. 

� Responsibility for Ernst & Young’s joint involvement in preparation of Economic Impact 
Analysis of the Auckland 2000 America’s Cup defence. 

� Economic Impact Analysis with regard to the America’s Cup Defence Series in Auckland in 
1999/2000. 

� Primary market research into visitor perceptions and satisfaction in relation to a leading 
Rotorua visitor attraction. 

� Market demand analysis re a proposed new visitor attraction for Rotorua. 

� Review of package travel voucher / product for a major New Zealand transport operator. 

� Expert witness in arbitration between two related visitor attractions. 

� Development of regional visitor monitors in Canterbury and Westland, providing information 
regarding activity levels in the accommodation, attractions, and visitor transport industries. 

� Preparation of “Tourism Outlook” survey of leading tourism CEO’s. 

� Expert witness at an Environment Court Hearing for a proposed visitor attraction near Nelson. 
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Leisure and Theatre Sector 

� Independent appraisal of professional performing arts venue needs and priorities, for 
Auckland Council. 

� Independent review of operational and financial performance outlook for Claudelands Events 
Centre, for Hamilton City Council, including review and appraisal of initial feasibility study 
prepared by marketing consultant. 

� Economic impact analysis for New Zealand Fashion Week. 

� Assistance for a bid for a possible Clyde Quay Wharf Aquarium development in Wellington.  

� Economic impact assessment for the Theatre Royal, Christchurch, in relation to the proposed 
upgrading of the Theatre. 

� Detailed study to determine the need for a community-based arts facility / theatre, including 
indicative operating cashflow projections and feasibility study for the former Odeon Theatre, 
for Christchurch City Council. 

� Feasibility study for proposed expanded conference / indoor sports facilities for Rotorua. 

� Feasibility study for proposed conference / theatre and library complex for Whangarei. 

� Risk analysis and proponent review / due diligence for a proposed Sport and Entertainment 
Arena in Auckland. 

� Market demand, financial projections and business case analysis for redevelopment of the 
Civic Theatre, Auckland, for Auckland City Council. 

� Market demand, financial projections and business case analysis for redevelopment of the 
Town Hall, Auckland, for Auckland City Council. 

� Market demand research and financial projections for a proposed health and wellness spa 
facility in Hanmer Springs. 

� Responsibility for Horwath HTL’s research into the economic impact of Hamilton Gardens and 
major events (All Blacks Rugby Test, Xtreme Air, Hamilton Gardens Festival, NZ National 
Motor Show, and Balloons Over Waikato Festival, New Zealand vs South Africa Cricket Test 
Match) on the Hamilton City economy. 

� Benefit / cost analysis of proposed sport and entertainment arena for Quay Park, Auckland 
(Auckland City Council). 

� Economic impact analysis for a number of other major events and festivals, eg: Rally of New 
Zealand, Hero Parade. 
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Conference and Incentive Travel Sector 

� Independent business case analysis re proposed temporary replacement conference and 
event venue for Wellington Town Hall during structural engineering and refurbishment work. 

� Independent market and business case analysis re Town Hall and Horticultural Hall 
refurbishment / redevelopment, for Hutt City Council. 

� Feasibility study re proposed international standard Queenstown Conference Centre, for 
Queenstown Lakes District Council. 

� Market demand and financial operating projections re proposed New Zealand International 
Convention Centre, for SKYCITY Entertainment Group and previously for (a) Auckland City 
Council and Ministry of Economic Development and (b) a consortium of clients led by 
Conventions and Incentives New Zealand. 

� Detailed study to determine the potential economic benefit and produce indicative financial 
projections for a proposed community meeting and theatre facility in Queenstown, for 
Queenstown Lakes District Council. 

� Overview of the conference market for a 5 star hotel in Taupo, including size, likely market 
segments, seasonal patterns of conference demand, obtainable tariffs, indication of gross 
food and beverage margins. 

� Market research re inbound incentive travel market to New Zealand, for  

� Assistance in relation to researching the size of the New Zealand, Australasian and Global 
MICE market, for Griffith State University. 

� Preparation of a strategic plan for the New Zealand Society of Association Executives Inc. 

� Assistance on the New Zealand conference market, including overview by region, identified 
target locations and provided recommendations on potential market positioning for a hotel 
chain. 

� Assessment of the potential for a new pavilion, and improved marketing and management co-
ordination for a Convention Centre in Wellington. 

� Responsibility for Horwath HTL involvement in review of planned conference facility 
development in Suva, Fiji. 

� Review of draft business plan for Conventions and Incentives New Zealand. 

� Preparation of independent operating projections for Christchurch Convention Centre, 
Christchurch Town Hall, and Westpac Centre, for Christchurch City Council. 

� Market demand analysis, operational and financial projections with regard to a proposed 
convention and exhibition space expansion of Auckland’s Aotea Centre. 

� Review of operations and management options in regard to the Rotorua Convention Centre. 

� Development of major event evaluation methodology, for Major Events New Zealand. 

� Development of business plan for a reorganised New Zealand Convention Industry. 

� Assistance in relation to a proposal to manage an international convention fund. 

� Establishment of and preparation of the annual New Zealand Convention Survey. 
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� Survey of conference delegate spending. 

� Financial analysis with regard to existing and proposed catering arrangements at Auckland’s 
Aotea Precinct (including Aotea Centre, Auckland Town Hall, Civic Theatre, and proposed 
new Convention Facility). 

� Market demand analysis, operational and financial projections with regard to a proposed 
major convention and hotel facility associated with one of Auckland’s leading entertainment 
attractions. 

� Financial consulting advice for the Town Hall and convention centre in Christchurch. 

� Indicative economic impact analysis of major film production on the New Zealand economy. 

� Review of economic impact methodologies utilised in evaluation of major events in New 
Zealand, and comparison with Australian and other international benchmarks. 

� Economic impact analysis of the Convention Industry in Auckland, Wellington and 
Christchurch. 

� Economic impact analysis of New Zealand convention industry. 

� Economic impact assessments for the Wellington Festival and Convention Centre, 
Christchurch Town Hall and Bruce Mason Centre. 

� Benefit / cost analysis (including economic impact analysis) of proposed conference / theatre 
facility for Nelson. 
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