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The HK Renovations: 1994-1995

From April 1984 until early in 1995
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condition. The other was to make
aching hospitality
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of the art’ facility for t

and the provision of start-up capital for the School wer
renovations proved to be more costly than originally ase wi
buildings

By the time the HK took n ts first c
blown out to $14.4 million. The Dir believed that the budge

was due to a number of reasons in

uding

d in historical renovations, eg, the f

«  the normal ‘surprises’ encountere
The original plan had

hotel part of the building had to be completely replaced
original heating system to be used:

. there were several additional features added to the building that weren . p
plan, eg, a porichouchere (o canopy) at the main entrance was erected 2!

$350,000,
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overnment Public Works Department and
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ing the costs in the first place and of managin

done a poor job of project
progressed

5, the Government was forced to provide additional funding for the
& end of 1995, s the AIHS moved into its second year of operation. the

the Government topped $20 million

he renovations were deemed by all relevant groups to be a resounding
which had figured prominently in the history of Canberra had been brought
‘back to life’ and was fast becoming a center for social gatherings. The hotel part of the
renovations had been an instant success with high-end professional, business and govermment
clients. And the school part of the renovations had been successful in terms of providing
excellent educational facilties, student residence halls and access to the commercial operations

of the hotel for training purposes.

Overriding all of the renovations was the HK's status as a

As a result, in early 199!
School's start-up. By th
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THE SITUATION AS oF OCTOBEF‘. 2002
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| University. In

& ror institutions such as the Australian N stional
revenue of approximately $500.000 A wever, the Halls represented by far the ™
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P ol be manipulated to show a smal S ontribution of a small loss. Either way Tom knew

in terms of improving the AIHS' finar
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performance
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nce s renovation in 1994, major mainten

o t's Public Works Department. Since
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This was the administrative s\
nt of the property. Si
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of the property was carried out by the ACT Governm
AHS ‘rented the Hotel Kurrajong from \e CIT, any major work was 1
oxample, the addition of A/C to the o floor of the Mallee Pavilion in 1998 ¢!

expense for the AIHS.
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was performed by the AIHS' physical plant supervisor
tor. The type of work which he

nance and general upkeep
en floor boards in the dining

of the AIHS and reported to the Deputy Dire
through to repairing brok

Minor maintel
He was an employee
undertook ranged from clogged plumbing

room and Hotel Lobby

was $240,000 annually. The rate had remained unchanged since 1995. In
nt with the Government that would see the Public Works

re-invest' up to $240,000 annually into the property. This new arrangement was an
since the guest rooms. had not been refurbished since 1995 and other parts

need of major work.

Rent for the building
2001, the AIHS negotiated an arrangeme
Department
exciting development
of the building were in
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staff developed a strategic plan based on ar s
prepared a series of financial projections using
AIHS moving into significant profitability by 20

With respect to the last conclusion, there was some disagre
the marketplace could support more bed space. If it could, the

Both the consuiting group's study and the AIHS' strategic plan were subm
in May 2002, The AIHS needed the Government's support for the academic
since it required a modest subsidy of around $1 million over the next five
shareholder, the Board also felt that the full backing of the Government was
marketplace and employee confidence in the institution's future. As of October 2
had yet to hear from the Government about its views on the expansion plan
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The Hotel Kurrajong

TOM'S CHALLENGE
n for the

e
Tom knew that the Board would be looking for a summary of the issues and options OP!

AIHS relating to the Hotel Kurrajong property

one perspectiv

ot would be on the 26
| and sub-¥eased

Many of the issues were complex, involving more than

example, Tom was still undecided about what the impa

the AIHS if the building were taken away from the School

Given that the AIHS' expenses of 36 million annually wer

academic and hotel operations, the loss of the building wouldn'

profitability of either division. But would its loss impact on the stude

of the quality of an AIHS education?

This was a complex issue —and only one of many issues and options for Tom to consider

\Where there existing or new markets for the Hotel operations to capitalize upon? What could be

done about the consistently poor performance of the restaurant? One suggestion had been o
the Hotel into a ker style accommodation to capitalize upon the summer tourist

s had been to convert
rence capacity

reposition
trade that came to the capitol. And a favourite suggestion over the year:
much of the Residence Halls into guest rooms or small meetings and confe!

the expansion of the -academic program. If that could be
e increased numbers meant a significant

ilpg of the property would have to be
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The Hotel Kurrajong

APPENDIX A

ACRONYMS

Australian Capitol Temitory, One of the seven states and territories which
make up Australia. The ACT is the smallest and exists primarily as an
administrative structure for Australia’s capitol, similar in many ways to the
District of Columbia in the USA which encompasses Washington. The ACT
has approximately 300,000 residents, of whom approximately 50% work for
the national government. The only city in the territory is Canberra, the
national capitol. The Territory has a House of Representatives consisting of
15 elected representatives from the Labour, Liberal, and Green Parties.

‘Australian International Hotel School. The AIHS cribed in the case.
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» Hotel Kurrajong

Hotel Kurrajong building h c
are called the Ground Flool
First Floor and Second Floor

Nortt car

The building consists of 9 sections called Pavilions
Passageways. The passageways were closed in

riginally
part of the

All of the Pavilions are named after indigenous Australian trees. The Kurrajo
indigenous Australian tree

Parking for up to 30 vehicles was provided between the Coclibah and Wattle Pavilior
Parking for approximately 15 vehicles was aiso avallable in curved laneway le
front of the hotel section of the building.

ding
The area between the Jarrah and Banksia Pavilions was grassed and contained a number
portable canopies which allowed it to be rented out for functions, and notably for weddings

As part of the 1994 renovations, A/C was provided for the Banksia and Wattle Pavilions and
for the restaurant and bar located in the front of the Mallee Pavilion

In 1998, A/C was provided for the entire first floor of the Mallee Pavilion which housed the
boardrooms, classrooms and library.
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nce rooms capable of accommodating af
te bathroom facilities. Thes: r

0 of the rooms had enst
the Coachwood, Tulipwood, Rosewood and Karri Pavilions

a student servery and dining room, both located in the Coolibah Pavilion

20 offices and meeting rooms used by the AIHS administration and faculty. Some of the

offices had ensuite bathroom facilities. These offices were located in the Coachwaoc
Jarrah Pavilions

4 'state of the art' classrooms, with capacities of up to 80 persons in classroom style setu
The classrooms had been designed to allow for small meetings or conferences as well as
educational purposes. These classrooms were located on the first floor of the Mallee

Pavilion;

2 boardrooms available for hire for small meetings and used by the AIHS Board and
management for meetings. These boardrooms were also located on the first floor of the

Mallee Pavilion;
a small library housing the AIHS' collection of books and journals and providing study space

for students. This was the only addition that had been allowed in the renovations and was
located on the building's first floor at the back of the property over the loading dock for the

Hotel, in the Mallee Pavilion;

and a computer lab with a capacity of up to 20 students located in the Jarrah Pavilion.
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APPENDIX

AUSTRALIAN INTERNATIONAL

Organizational Structur

BOARD OF MANAC

dvisory B

Finance and Audit Sub-Committes
ations Sub-C

Chief Exocutive Officer

Manager, Office of the Chiof Exacutive
Secretary ta the Board of Management

Exacutivo Group
Management Committee
RMIT/AIHS Planning and Development Committea

I T
| ACADEMIC DIVISION | | BusiNESS services pivision | HOTEL OPERATIONS DIVISION

Assistant Dean, Academic ‘

Executive Chef

Registrar, Student Services
Rooms Manager

Academic Staff

Health and Safety Committes

Daputy Director Manager, Hotel Kurrajong
Management. Student Accountant

Placemant Parsonnel Co-ordinator Food and Beverage Manager

Librarian Maintenance Co-ordinator Functions Co-ordinator

Manager, IT Services Government Liaison Internship Co-ordinator

Committees I Commitiees
Academic Review Board IT Committee Operations Committeo
Faculty Search Committes Budget Committee
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“The Hotel Kurrajong"

Case Assignment:
Identify and discuss briefly all the issues and options which Tom

1.
Vincent must consider in putting his presentation together for the

Board of Directors of AIHS;
2. To the extent that you can, provide Tom with any recommendations

you feel are consistent with the information of the case;
3. Note that there are issues and options which relate to both the
current operations of the business and to its future strategy;
4. Note also that the AIHS's major shareholder, the ACT Government,
may have issues that relate to the future of the institution and
No assessment

property;
assessed on content ALONE.
response.

5. Your response will be
will be given of the style, grammar or fonnlt‘of your
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THE HOTEL KURRAJONG HOTEL
Canberra, ACT, Australia

'N"\ODUC'NON

Tom Ving,
hu-::;::;’“ had been the Chief Executive of the Australian Internat
o or & glossany o acronyms) for 8 years since he armved in Australia i1 ot 2002

he uon'?d. N to prepare for the fifth [ S e A o= Eloand of Govemens &1 eV h' o’

Proy the tiaa! 188U8S he needed to bring p with the Board raiating 1o the AIHE unique

POy, the Hotel Kurr jong.
Board had been actively considering a range of issues relating 1o he propert

s 10

" u'v1 BOMe (ime, (hy
and the role it 1 and the strategic plannin
It played in both the current operations of the School ¥s. he would hay

'l:h- AHS' future. “Tom knew that in his presentation to the Board in two Wi
Anvass all relevant property issues in both of these areas.

[he timing of the & jical. The Australian Capitol Territory (ACT)
ard meeting was particularly critical. > D
ictively ccnsganngﬁa future of the AIHS and everyone knew that the property

nﬂ?r:z‘"‘-m Wi directly connecied with the AIHS knew
wily in th vern t's thinking. No one dir Aol
oxactly what the G‘o.vfr:meang.;inhng et in his regard. But everyone knew that B toiiio
Governments had considered a range of options for the property inciuding syt o
hotel company, expanding the current hotel operations, expanding the current ‘studert
residence’ operations, or simply moving the AIHS to another location and sub-leasing the
BU"G[’\‘ to another company or agency.

Itwas in the context of this history that Tom began to compile 2 fist of issues for his Board report





image3.jpeg
h he AIHS' ac

differ from th

na

oree focusing on hospitality ma

eal to the large
ment. The

ovat

culum with some
& in the region, eg, courses in mult
ype of program would be highly
 all, the Comnell program always afiracted ar
ed — and that the AIHS would be able to
anting programs in Australia did not do in 1984

nd 5 qualified
arge full tution

inguishing feature of the AIHS was to be its abillty fo offer highly structured practical
g otal property. This aspect of hospialtty management educalon iee a
2 o Gomell program. Because the Comell program controlled the hotel on the Cornell
S wos able to manage the property in such a way that educational priorities could be

. st of the leading ‘Swiss' schools also operated out of hotels, something which was
T vant for their trades type of programs. The control of and aecess to a hotel seemed to

e maror distinguishing feature of the world's leading hotel schools.

ment, the ACT Govermment needed o locate a facility to
4 as a hotel as well as a school.

nits

s a resuit of this particular require
house the AIHS which could be use

The Hotel Kurrajong: 1927-1993

there was  bulding located in Canberra, the only ity It the ACT, which
both a hotel and a residence for Australian politicians The building, known
927, the same year the original Australian Parliament
Building was opened. It was originally a parliamentary residence for Labour Party politicians and
continued as such through to the mid-1950s. Subsequently, it was operated as a commercial
hotel but by the early 1980s, the hotel function had been abandoned and the building was used
as storage for Government files. By 1993, the building was derelict. Normally, it might have been
tom down but it was a heritage listed building with the Commonweaith Government and as such,
was protected from destruction and constrained in terms ‘of what type of renovations could be

made fo it

As luck would have it
had been at one time,
2 the Hotel Kurrajong (HK), was built in 1









