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Background to the Project

Following the devastation that occurred from the series of major earthquakes that rocked
Christchurch between Sept 4, 2010 and July 2011, Bowls Canterbury established the
Canterbury Future Delivery Working Party (CFDWP). The aim of the CFDWP is to research
the possible future shape that the delivery of bowls within the Christchurch area would
take. The earthquakes and the resulting damage were the catalyst for action combined with
a realisation that some clubs were struggling to be viable prior to the September 4
earthquake.

The CFDWP, with assistance from Sport Canterbury, commissioned Denis Mowbray from
Gryphon Governance Consultants to review the present delivery of bowls in Christchurch
(and Kaiapoi) and to develop a plan that would identify how the sport of bowls could be
delivered in a strong and sustainable way.

The 106 page report — “A Strategic Review of the Status of Bowling Clubs and Identification
of Options for the Delivery of Bowls in the Christchurch Region” — is the culmination of this
commission. This paper is a summary of the main points of the report. Detailed analysis of
individual clubs and suggestions for possible mergers of clubs can be read in the report but
this information has been excluded from this synopsis.

The Project

The consultant undertook a significant review of all the clubs within the Christchurch region.
The final report includes all clubs within the main Christchurch metropolitan area and the
two Kaiapoi clubs because of the destruction caused by the earthquakes in that town.

A number of previous reports have been written outlining ways bowls could better position
itself for the future specifically in relation to reducing the number of clubs. Yet to date little
action arising from these reports has been taken.

This report does not tell clubs how this must be done but suggests ways to achieve the
desired outcome — a great sport being enjoyed by people within a strong and sustainable
club environment.



The finished report contains an analysis of each club in the Christchurch area. This analysis
includes each club’s current and future financial viability and a commentary of possible
issues the club may face as well as the current (at time of inspection) condition of the
greens and facilities. The report also details the lease arrangements for the club land or
valuations for property owned. An aerial view of the club is included with a brief overview of
its position and ability to grow.

To gain opinion from stakeholders the author undertook a survey of Canterbury bowlers.
The survey data supported the notion of the rationalisation of clubs into a more even
geographic spread in that it revealed 85 percent of respondents (members) would happily
travel up to 20 min by car to play. This means that there is no need to have clubs that are
within 5 minutes of each other. In another question over 90 percent of participants
indicated they travelled by car to their club, highlighting the importance of parking to
members.

Some Indicators of Strong and Sustainable Clubs

Financial Performance
Two financial performance measures - index of fiscal performance and index of public
support - were used in the report.

Fiscal Performance measures a club’s ability to live within its means. Simply put revenue
must exceed expenses.

The report recommends that a club should achieve annually a minimum of 10% of total
revenue as a surplus before depreciation and should aim to have reserves equivalent to a
minimum of 6 months of expense expenditure.

Index of Public Support measures the percentage of total revenue that is reliant on
charitable grants as the basis for measuring the sustainability of the club if these sources

were to cease being available. A benchmark of 20% has been used to indicate that clubs

above this percentage are at significant risk if grant funding ceased. Because of this clubs
should endeavour to have a maximum of 30% of expenses reliant on trusts.

The rationale for setting the percentage of revenue obtained from charitable funds at 20% is
based on the expectation that clubs will achieve a surplus in operating profit before
depreciation. This surplus should be in the 5% — 15% range. The percentage of income at
risk if all external charitable funding was to cease is therefore minimised to a range of 15%
down to 5% of total revenue.

Subscriptions
Report research identified that club subscriptions ranged from as low as 5 percent up to
more than 40% of expenses. Generally, clubs with low subscription levels (below 30%) ran at



a loss, with reserves also insufficient to sustain ongoing operations. In some cases clubs
were depleting reserves to run their clubs. The recommendation of this report is that
subscription levels should be no lower than 30 percent of revenue.

Club Members per Club

A number of previous reports conclude that a sustainable membership number would be 85
— 95 members per green. Mowbray’s findings calculate a much higher number based on the
concept that subscriptions should contribute to at least 30% of revenue.

This conclusion was reached by using the following figures — average expenses/club of
$66,320; 30% of revenue obtained from subscriptions; average subscription of $135.00
(info. from B.C.)

Figure 1: Calculation of average member number needed

Formula: $66,320 x 0.30 = $19,896/5135 = 147 members

The resulting outcome of this calculation (Figure 1) indicates that the average club, paying
what is considered average subscriptions, should consist of 147 members.

N.B. the 147 members only contribute 30% of the club’s expenses. The remaining 70% must
be obtained from other sources.

Conclusion

1. Fee Structure:

Unless a club takes a sustainable approach to the way their member’ subscriptions are
calculated they will be forever reliant on the good will of the gaming trusts and other means
for their survival.

This approach is not sustainable; the available pool for funding operations via the gaming or
trust sector is not only shrinking but increasingly focused on ensuring the returns from every
dollar spent are maximised.

Clubs with a subscription providing at least 30% of revenue are better placed to withstand
downturns in external funding than those whose subscriptions are lower.

Hence the recommendation of this report that subscription levels should be no lower than
30% of revenue.

2. Numbers per Club:
To maintain the current subscription level, the only option is to significantly increase
the number of members. This is very difficult to achieve.
The report recommends that one solution is that where possible clubs should consider

mergers.



Club Rationalisation Process

The reasons for any merger are varied but the report identifies five major factors:
Number of members (lack of)
Location (proximity to neighbours and neighbouring clubs competing for
members)
Excessive earthquake damage (viability)
Growth Potential (lack of parking ,no room for expansion, attitude of neighbours)
Strategic and Geographic Importance (location in city, size of hinterland, areas of
depopulation or growth)

The report contains suggested mergers but the author emphasises that they are a starting
point for discussion and have been arrived at with no preconceived ideas or external

influences being applied.

The benefit of mergers for members and clubs
increased membership
more vibrant atmosphere
increased level of competitiveness both within and with other clubs
club gains financial security
more efficient use of assets
more secure future
stronger and sustainable clubs

Why should clubs merge?

For some clubs the initial benefits will be unclear, for others it is about survival. For all clubs
the component that will cause significant discussion is the culture and tradition of the clubs
and how these merge. It is vital that for all the clubs involved in mergers that these aspects
are discussed and plans and agreements reached to ensure that no club’s culture and
history is lost.

What happens if the status quo remains?
Simply, nothing, except that for some clubs they will continue to wither and die until

eventually what remaining members there are will have the mammoth task of closing the
club and perhaps bearing the significant costs that this might bring.

What happens to the funds from the closing club?

The report suggests that any club that merges with another sets aside any excess funds in a
manner controlled by that club’s members. These funds can then be allocated in a manner
applicable with the winding up clause of the club’s constitution.



The report also notes that when the merger occurs the two clubs have, in consultation with
one another, the opportunity to financially secure the position of the merged club long into
the future.

People
The report emphasises that the most important consideration is people. This type of change
requires careful consideration and significant consultation to ensure that all understand why
it is important, how it will impact them and what the benefits and losses (if any) will be.
The merging of any two organisations is a difficult and sometimes lengthy journey.
Experience suggests that it is people’s ability to have:

a willingness to listen

a willingness to compromise for the benefit of the greater good

an understanding of and a willingness to engage in honest dialogue

no non-negotiable positions

good faith agreement

recognition that no matter how hard they might try they will never satisfy everyone.

Possible Structures
There are no perfect structures for clubs. There are only those that suit the desired
outcomes articulated by the members. It is suggested that clubs involved in mergers should
take one of two approaches that have been found to work successfully.
A. Combine under one structure that would be formed e.g. club A and club B merge
into a new entity called “club A/B” or agree a brand new name (a marriage) or
B. Clubs retain their individual structure but join as clubs to a newly formed entity e.g.
club A and club B join a new club called Z, while retaining their individuality and
while sharing facilities, management etc (living together with a pre-nuptial
agreement).

In the case of “option B” the administration of the newly formed entity would be managed
by members voted on from the combined club membership. All aspects of the club’s
operation would be as if they were one.

Discussion Process

The following outlines a process that could be used to initiate the discussions on merging
clubs. It should be remembered that it takes two willing parties to merge. There can be no
forced marriages as these will not work.

The process of merging clubs into single entities would start by holding an open discussion
with each club (individually) to discuss in-depth the rationale behind the suggested mergers.
These discussions should be with all the members of the club.



This ensures that all members of the club have an equal opportunity to listen and ask
guestions. From this the outcome would be:
agreement to pursue further the possibility of a merger by opening discussions with
the other club or
a decision to decline (status quo).

If the decision of two or more clubs is to proceed then at that point a formal process of
discussion and agreement would be undertaken. The discussion would cover all aspects of
the merger with the initial discussion being conducted with members nominated and
mandated by each club.

It is critical that the group nominated to discuss and work on the merger are fully mandated
by each club and its committee to undertake the discussions and agree to progress without
impediment. These groups would be expected to continually communicate with their club
members and committees about progress and developments.

It would be expected that each club’s merger committee would hold regular sessions for
members to keep them informed of progress and to answer questions and any concerns.

These committees would be charged with the development of the protocols, constitutional
amendments etc until such time as a final agreement was ready. At this stage final
ratification by all club members would be required.

The process would include agreement on:
- a mandating of the merger committee
0 Number of members
0 Meetings
0 Structure
0 How the meeting will be lead and by whom.
- how the members will be kept informed with regular communication
0 Email
0 Notices
0 Regular group update sessions.
- pause Points
0 Regular reviews and checks of progress throughout the process to ensure
that the merger is on track and to speed up or slow down the process if
necessary.
- aconstitution
0 Melding the special aspects of each constitution into one
0 Anything new / protection of assets etc.



- management structure
0 How the initial management committee will be decided
0 Size, tenure, responsibilities etc
0 How the assets of each club will be managed.
- culture and heritage
0 How each clubs culture and heritage will be protected
0 Where the honour boards and trophies will go
0 Life members.
- merger dates
0 When it will all happen.

The above list is not exhaustive but it does indicate the level of discussion that will need to
be undertaken. No two clubs will be the same and the process of consultation while
covering the same points will in all probability be different.

The first and most difficult task will be to get the clubs concerned to understand and see
that the suggestions made for their merger with other club(s) will in the longer term benefit
them and their club with flow on benefits for bowls in Christchurch. This initial process will
require careful coordination and implementation and significant consultation to ensure that
the correct and consistent message is given

Developing a recommended plan follows from the discussions had and the agreement with
the members that there is a need for change and that they can see the value to them of that
change. The report warns that if members do not see the need and understand the value
that the proposed change may bring, then no amount of plans will make a change plan
work.

The report recommendsthat Bowls Canterbury should begin discussions with the clubs
identified as potential merger possibilitieabout theirideas and thoughts about the future

Some other Factors Arising from the Report

Leases and Assets
The biggest concern regarding the leases that the majority of clubs operate under is the
“clear site clause” that they contain.

This means that if a club was to vacate the land they currently occupy and the lease
contained the “clear site clause” the club would (may) have to — return to the land to a clear
and level site suitable for reuse.

Specifically this would entail demolishing and removing all buildings and structures and
removing all services (irrigation etc) that had been developed and placed on site.

The green would have to be demolished and levelled back to ground level and all fences etc
would have to be removed.



While this is the worst case scenario it is a possible outcome unless clubs are able to sell
their facilities to the next user (if their lease permits this). Regardless of this when clubs
vacate the land the council in all cases gets ownership of all facilities at no cost.

This highlights the issue of valuation of assets in the accounts of clubs. Currently clubs value
their assets at book value (depreciated) which gives an overly optimistic view of their value.
With the best will in the world no club who currently sits on leased land will get anything
like their book valuation for the buildings etc. Conceivably they could get nothing and it may
cost them to demolish and remove the assets (now liabilities).

The impact of this over valuation is that in all cases the statement of financial position for
clubs with leased land is grossly overstated. This matter should be investigated to see what
other accounting treatment can be used to more fairly reflect the value of the assets
(liabilities) so as not to overestimate a club’s total equity. Assets values in all clubs should
reflect their salvage value, not an inflated unobtainable value based on the ability to sell.

Assets and Cost Rationalisation Prospects

Assets

The report recommends that an asset register noting the major assets that clubs own should
be developed. It suggests that from this a programme of rationalisation could be undertaken
so as to maximise the asset use and minimise costs to clubs.

The report recommends to clubs that they review their investment strategies and apply a
more conservative approach to where they invest. In most cases the minimal advantage in
interest rate achieved is not significant enough to offset the risk profile when compared
with other investment opportunities such as banks.

Costs

Bowling clubs could have strength collectively negotiating prices for a variety of goods and
services e.g. electricity, telephone and internet, web site management, administration
systems including accounting packages and liquor purchases.

The report recommends that Bowls Canterbury takes the lead and investigates the
possibility of negotiating collective packages.

Accounting

When reviewing accounts of clubs it was noticed that some clubs had not filed their
accounts with the companies’ office. In some cases there were a number of years missing.
This is in direct violation of the incorporated societies act and should be remedied. The way
accounts were prepared varied both in quality and manner. The report recommends that
Bowls Canterbury investigates and implements a single accounting package and support
network for all clubs in the Canterbury area.



