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	Summary
The purpose of this report is to present the Business Case to compare the costs, risks and benefits to High Life Highland of adopting responsibility for the operation of Lochalsh Leisure Centre against the option to continue with the status quo.

It is recommended that:

i. subject to The Highland Council agreeing to transfer its current annual grant for the facility to the HLH Services Fee, High Life Highland accepts responsibility for the operation of Lochalsh Leisure Centre.
  


	1.
	Business Plan Contribution



	1.1
	This report supports the highlighted Business Outcomes from the High Life Highland (HLH) Business Plan:

1. To advance sustainable growth and financial sustainability
2. Deliver the Service Delivery Contract with THC

3. Improving staff satisfaction

4. Improving customer satisfaction

5. A positive company image

6. Services designed around customers and through market opportunities

7. Sustain a good health and safety performance

8. A trusted partner



	2.
	Background



	2.1
2.2


	The purpose of this report is to present the Business Case to compare the costs, risks and benefits to HLH of adopting responsibility for the operation of Lochalsh Leisure Centre [LLC] against the option to continue with the status quo.  The Business Case is contained in Appendix A.
The conclusion of the Business Case is that, subject to transfer of the Council’s annual grant for the facility to HLH’s Services Fee and following appropriate governance investigations and agreement with the Directors of LLC on future roles and responsibilities, it would be appropriate for HLH to adopt the day to day operation of the Lochalsh Leisure Centre.


	3.
	Implications


	3.1
3.2

3.3

3.4
	Resource Implications – there are no new resource implications associated with this report.
Legal Implications – if the recommendations of the report are accepted, the implementation of the Business Case will require the TUPE transfer of 6.84 FTE staff to HLH as well as the company adopting a lease of Lochalsh Leisure Centre.
Equality Implications – there are no equality implications associated with this report.
Risk Implications – the risks and mitigating actions associated with this proposal are set out in the Business Case.


	Recommendation
It is recommended that:

i. subject to The Highland Council agreeing to transfer its current annual grant for the facility to the HLH Services Fee, High Life Highland accepts responsibility for the operation of Lochalsh Leisure Centre.
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FOLLOWING A REQUEST BY THE TRUSTEES OF LOCHALSH LEISURE FOR THE OPERATION OF LOCHALSH LEISURE CENTRE TO BE ADOPTED BY HIGH LIFE HIGHLAND:-

BUSINESS CASE FOR

LEAVING THE OPERATION OF LOCHALSH LEISURE CENTRE WITH THE TRUSTEES OF LOCHALSH LEISURE 
AGAINST

TRANSFERRING THE OPERATION OF LOCHALSH LEISURE CENTRE TO HIGH LIFE HIGHLAND
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	1.
	INTRODUCTION



	1.1
	Lochalsh Leisure Centre (LLC) is located in Kyle of Lochalsh.  The centre was built in 1992 and is currently managed by the Trustees of Lochalsh Leisure (LL).  The Board of Trustees is a volunteer led organisation which delivers vital leisure services to the local population, with the pool having over 40,000 visits per annum. 



	1.2
1.3
1.4
1.5
1.6
1.7
	LL receive an annual grant of £49K from The Highland Council (THC) which supports the normal operation of the building.  It is proposed that a request is made to THC to have this grant added to the annual HLH Services Fee to protect it from any future direct cuts, thus helping to preserve the future of the facility.  THC has previously agreed to this approach when the transfers of Poolewe Swimming Pool and North Coast Leisure Centre to HLH were approved.  
At present responsibility for the operation of the building rests with LL.  The Board are facing mounting operational pressures due to changes in modern health and safety and human resource management legislation. In addition the Trustees have indicated a desire to work with a leisure partner such as HLH to continue to develop the facility and the services it offers to the local community.    

The Board has been strengthened by the recent appointment of several new Trustees.  There are a range of opportunities for the new Board to seek and secure new funding to develop the centre and to extend and improve the facilities and services available.  

Against this backdrop, the Board of LL has approached HLH with a view to adopting the operation of the leisure centre.  HLH would be responsible for the day to day management of the centre, allowing the Board to focus on fundraising and development projects.  

If HLH were to assume responsibility for the building, the staff currently employed by LL would TUPE transfer to HLH.  In doing so, their terms and conditions would be enhanced, placing additional financial pressure on the current budget.  It is projected however that the facility can be operated at no additional cost to HLH as many of the central costs associated with operating the facility would be absorbed by HLH support services.
The purpose of this Business Case is to compare the costs, risks and benefits to HLH of adopting responsibility for the operation of LL against the option to continue with the status quo.




	2.
	SERVICE AND FACILITIES PROFILE



	2.1
	Facilities
Indoor heated swimming pool

Spa bath

Sauna

Steam room

Fitness suite

Free weights room


	2.2
	Services

Public swimming

Swimming lessons

School swimming
Swimming club

Cardiac rehabilitation classes

GP referrals

Otago

You Time

Fitness classes

Holiday activities

Kayak club

Sea survival training for the fishing industry


	2.3
	User numbers

2016/17 – 36,288
2017/18 – 44,578


	2.4

2.5
	Staffing establishment

LL employ 6.84 FTE staff on a contracted basis who would be eligible to transfer to HLH under TUPE. 
Building condition

Structural and mechanical and electrical building surveys have been undertaken and while work to enhance and preserve the long term operation of the building has been identified, the Trustees of LL have used their reserves to complete the necessary upgrades.  There are no issues of significant risk remaining that need to be addressed in the short term or which would prevent a transfer of management.  The Board of LL will now approach potential funders and undertake their own fundraising to secure the finance which will be required in the medium and long term to ensure the future of the building, along with other potential facility enhancements.  Post transfer the ownership of the building will remain with the Trustees of LL as will responsibility for financing any items of maintenance that would result in the permanent closure for the building.


	3.
	OPTION 1 – LEAVING THE OPERATION OF LOCHALSH LEISURE CENTRE WITH THE TRUSTEES OF LOCHALSH LEISURE 


	3.1
	Costs

	
	At present the facility operates at a break even position in normal operating conditions.

	3.2
	Benefits



	
	The key benefit of the status quo is that there would be no new financial risk to HLH.  



	3.3


	Risks and Mitigation Measures



	
	The key risks to HLH in rejecting the request of LL to adopt responsibility for the operation of the pool can be summarised as follows, along with the mitigating actions that could be undertaken to manage their likelihood and impact.


	
	Risk

Mitigation

An accident or incident occurs which threatens the health, safety or wellbeing of customers and staff due to the lack of knowledge, training or experience of the Board and staff.

Work with the Board and staff in an advisory capacity to highlight any current gaps in qualifications, training, policies and procedures.  Offer paid assistance to address the gaps.
LLC becomes financially unsustainable due to THC cut in grant and the facilities are threatened with closure.

Work with the Trustees of LL to rationalise the opening hours and programme to reduce operating costs.
LL Board fatigue and potential resignation due to financial and health and safety pressures and other operational liabilities. 

Work with the LL Board to ensure a proactive process for regular refreshing of Board members and widening of the geographical recruitment area.
LLC closes due to the factors outlined above and access to swimming facilities are lost to this remote community.
Work with the LL Board to highlight operational weaknesses.    Support the Board in a paid capacity to address the gaps. 


	
	Reputational damage to HLH with Members and in the community if the charity is viewed as unwilling to help the Board of LL following their request.
Clear communication is undertaken by the charity with key stakeholders outlining the reasons for refusal.

Reputational damage to HLH within THC if the charity is seen not to act as the Council’s agent, thus leaving THC with a medium term problem.

Clear communication is undertaken by the charity with C&L and Council Members outlining the reasons for refusal.

Loss of opportunity to capitalise on the funding streams that may be available to the Board to enhance the facilities and services on offer and to grow income, due to lack of capacity and experience in the Board.

Work with the Board in a volunteer capacity to advise them on new projects.



	4.
	OPTION 2 – TRANSFERRING THE OPERATION OF LOCHALSH LEISURE CENTRE TO HIGH LIFE HIGHLAND



	4.1


	Costs

	
	If the Council agrees to transfer the annual grant for the facility to the HLH Services Fee there would be no new costs to HLH in adopting operation of the centre as central costs would be absorbed within the wider HLH support services.  In addition there are a range of opportunities for the Board to seek and secure new funding to develop the centre and to extend and improve the facilities and services available.  HLH would work closely with the Trustees of LL to maximise on these opportunities to develop both the facilities and services for the purposes of growing the income at LLC.


	4.2.
	Benefits



	
	The key benefits of accepting the request to transfer the operation of LLC to HLH can be summarised as follows:-



	
	i. safeguards LLC and ensures its continued operation;

ii. preserves access to swimming for a remote community with little other leisure facilities;
iii. ensures that the services delivered at LLC preserve and enhance the health, safety and wellbeing of its customers and staff;
iv. reduces the operating overheads of LLC by being part of the larger HLH portfolio;

v. increases revenue through investment and development of the facilities and programme of activities;
vi. increases income through the expansion of the High Life membership scheme;

vii. improves the capacity to seek funding to support building enhancements; and
viii. enhances HLH’s reputation as a trusted partner with THC, local Members and the community by providing assistance to the third sector in a difficult financial climate.


	4.3
	Risks and Mitigation Measures



	
	The risks in transferring the operation of LLC to HLH can be summarised as follows along with the mitigating actions that could be undertaken to manage their potential likelihood and impact.

	
	Risk

Mitigation

The projected efficiencies to be achieved by the transfer are overstated.

Ensure the projected budget is fully sense checked and the required changes are implemented.

Routine maintenance costs and utility costs are higher than projected.

Review the budget allocation and add an amount as a contingency in year one. 
The budget figures obtained from LLC do not reflect the true running costs and the facility runs at an operating deficit.

Sense check the LLC figures against HLH estimates for the same items of income and expenditure.  Use the manpower planning model to calculate the staffing costs against the programme.

The potential to generate external funding to support facility enhancement and expansion is over optimistic.
Ensure routine operational costs can be met from ongoing revenue streams.
The projected income growth from High Life membership and new facility and service developments is less than projected.

Ensure revenue budgets reflect conservative estimates in uplift and appropriate timings for growth through new developments.




	
	The Highland Council rejects the request to transfer its grant to the HLH Services Fee.
Work with THC officials to highlight the risk of closure of the facility if this approach is rejected.
The Board of LLC folds leaving HLH with liability for the building and any major operational failures.

Work with the Board of LLC to maintain their commitment to the facility by channelling their interests and efforts productively.  Add opt out clauses to the lease.


	5.
	OPTIONS ANALYSIS



	5.1
	Review of Costs



	
	In summary, the comparison of costs indicates that the Board of LLC operate with an annual break even position under normal operating conditions.  HLH could maintain a break even budget and seek to improve upon the operating position by absorbing central costs, by developing the High Life membership scheme and by working with the Trustees of LL to secure funding for facility and service developments that will support income growth.  


	5.2
	Review of Benefits

i. the main benefit of option 1 is that it presents no added financial risks to HLH;  
ii. option 2 provides HLH with the opportunity to safeguard LLC and ensure its continued operation, preserving access to swimming for a remote community with little other leisure facilities, while enhancing the reputation of HLH as a trusted partner.



	5.3
	Review of Risks

i. although there are no new financial risks associated with option 1, the potential for reputational damage to HLH is significant if the charity is seen not to act as the Council’s agents to help to preserve, sustain and develop LLC as an asset for a most remote community in the Highlands; and
ii. the main risk associated with option 2 is added financial pressure on the HLH budget if a break even position cannot be maintained, or if the Council does not agree to transfer the grant to the community group to the HLH Services Fee and if the level of routine maintenance and utilities costs increase beyond the budget allocated.



	6. 
	CONCLUSION



	6.1
6.2
	There are risks associated with both options.  Option 1 risks to the charity are mainly reputational and option 2 risks are mainly financial.  The financial risks in option 2 can be mitigated with appropriate budget planning and with the backing of the Council in transferring the grant to the Services Fee, while option 1 is likely to risk the medium to long term closure of the facility, with blame being attributed to HLH.  Option 2 allows HLH to safeguard access to swimming activities for those living in a remote community in the Highlands, while enhancing the charity’s reputation as a trusted partner.

Subject to The Highland Council agreeing to transfer its current annual grant for the facility to the HLH Services Fee, it is recommended that High Life Highland accepts responsibility for the operation of Lochalsh Leisure Centre.


	7.
	NEXT STEPS



	7.1
	If Directors are content with the conclusion of this Business Case, HLH staff will work with the Trustees of LL to initiate the transfer process with a target start date of 1 April 2019.


	8.
	RECOMMENDATION



	8.1
	It is recommended that:
i. Subject to The Highland Council agreeing to transfer its current annual grant for the facility to the HLH Services Fee, High Life Highland accepts responsibility for the operation of Lochalsh Leisure Centre;
ii. the target date for transfer is set for 1 April 2019.



  

