PART 1

(OPEN TO THE PUBLIC)
ITEM NO.


REPORT OF THE LEAD MEMBER FOR

ARTS AND LEISURE



TO THE CABINET


ON 16th OCTOBER 2001


TITLE : FUTURE OPTIONS FOR LEISURE


RECOMMENDATIONS :

1.
That the options outlined in the report relating to the future management of the leisure service be considered.

2.
That a Best Value Review of City Leisure and Sports Development be carried out in the current financial year, replacing the scheduled Review of Services to Young People.


EXECUTIVE SUMMARY :

The report refers to the recommendations made by consultants Deloitte & Touche to Cabinet in December 2000 and outlines further work that has taken place since that time.  A number of options are put forward for consideration by Cabinet to determine the way forward on these issues.  The report also recommends that a Best Value Review of City Leisure and Sports Development be carried out in the current financial year.


BACKGROUND DOCUMENTS :

(Available for public inspection)

· Deloitte & Touche – Draft Final Report December 2000

· City Leisure Trust Project Steering Group minutes and working papers


CONTACT OFFICER :

Steve Brown, Assistant Director – Education and Leisure Directorate (0161 736 9448)


WARD(S) TO WHICH REPORT RELATES(S) :

City Wide provision


KEY COUNCIL POLICIES :

· Community Strategy

· Economic Development Strategy


DETAILS (continued overleaf) :

Details

1.0
Deloitte & Touche Recommendations

1.1
In December 2000, consultants Deloitte & Touche attended Cabinet to present their report, making recommendations regarding the future operation of the City Council’s recreation and leisure facilities.  The recommendations were:-

· That the City Council approaches the private sector to obtain and discuss proposals for transfer of the services under an Outsourcing Contract.

· Resolves to transfer it’s leisure services to a charitable Non-Profit Distributing Organisation (NPDO) (Charitable Company of Exempt Charity IPS) in the event that an Outsourcing deal of better value appears unlikely following consideration of private sector proposals.

· Adopts the process outlined in Appendix 1 (Deloitte & Touche report) to facilitate the testing of the outsourcing option.

In addition, the Consultants recommend that further work be undertaken alongside the implementation process in relation to:-

1.
Sports Development

2.
Community Strategy

3.
Rationalisation Issues

Cabinet resolved to defer the recommendation made in the report, pending further work on the issue of possible rationalisation of facilities.

1.2
Progress on the Rationalisation Issue

Since December, the following work has been completed:-

· Completion of a number of criteria that could be used in a rationalisation exercise, together with weightings for each of the criteria.

· Completion of a market research exercise to identify more clearly customer needs and expectations of the City Leisure Service.

1.3
Work Still Outstanding

Deloitte & Touche have recommended that a crucial part of the rationalisation exercise is the building up of a detailed financial profile of each centre over a minimum ten year period.  This profile would include both the comparative revenue subsidy issues, as well as a detailed condition survey of each of the premises that would identify capital investment requirements over the ten year period.  Following discussion with Development Services Directorate, this work would need to be carried out via consultants at an estimated cost of £65,000.  Once completed, the detailed financial analysis could take place which would assess each centre against the agreed criteria.  Alternatively, a less detailed “in-house” exercise could be undertaken (at reduced cost) but this would have less credibility with external inspectors.

2.0
Outsourcing and Trust Issues
2.1
It is now appropriate to request Cabinet to re-consider the original recommendations of Deloitte & Touche.  Should Cabinet now decide to adopt the recommendations, work would begin in order to establish whether a private sector partner would wish to work with the City and operate City Leisure facilities under an outsourcing contract.  Should it appear unlikely that such a deal would offer better value to the Council than the Trust/NPDO option, the Council could resolve to transfer its leisure services to a charitable Trust/NPDO.  Members will recall that the original Deloitte & Touche report identified potential revenue savings of £347,000 per annum arising from NNDR relief if City Leisure facilities were transferred to a Trust/NPDO.  The use of this total amount to meet revenue budget savings would not, however, address the need for investment in the facilities to bring them “up to standard”.

2.2
Costs associated with moving towards implementation of either an Outsourcing Contract or NPDO/Trust option


Deloitte & Touche have indicated that the additional consultancy work required to take the Council up to the point where it could transfer its services to a charitable NPDO or “sign off” an outsourcing contract, would be between £75,000 and £120,000.  The final charge would be dependent on the amount of work that could be done “in house”.  Additional legal costs would arise if the NPDO/Trust route were followed, in order for independent advice to be given to the emerging Trust organisation.

3.0
Social Inclusion Issue
3.1
Cabinet will wish to ensure that any decision taken, in terms of the possible rationalisation of its leisure provision, will be consistent with the City Council’s social inclusion objectives.  The same will apply in any decision to transfer the management of the service either to a NPDO/Trust or private company.

3.2
Communities in Salford have the benefit of a network of local sports facilities rather than the two or three larger facilities that feature in some other local authority areas.  The recent market research identifies that were a City Leisure facility to close, just over 30% of customers would take away their custom or stop exercising altogether.  The City’s leisure centres are one of the key resources in combating social exclusion and ways need to be found to increase usage by excluded groups including people who are disabled, people living on low wages, people living in areas of deprivation and poverty, black and minority ethnic groups.  If this can be achieved, progress in meeting the City Council’s Pledges in relation to Health and Young People can be made.

3.3
There is increasing evidence that participation in recreational and or fitness activity increases self-esteem, educational attainment and reduces anti-social behaviour.  It is clear that not enough young people are accessing our current facilities and an urgent review is required that will engage young people across the City in activities that are affordable and appealing to them.

4.0
Recent Developments
4.1
Efficiency Savings


In the current financial year, City Leisure has introduced both revisions to its management structure and reduced opening hours in the mornings at Ordsall, Cadishead and Broughton Recreation Centres.  These measures will accrue cost savings of £160,000 in a full year, but have inevitably had a negative impact on the services we have been able to offer.

4.2
Income Levels


City Leisure facilities, in line with other Local Authorities, have been struggling to maintain income levels.  This is due to a combination of increased competition from often more modern private sector facilities and a downturn in participation in traditional activities such as swimming and squash.  There has been a lack of capital investment in leisure facilities over recent years that has led to some of the centres lacking the external appearance and internal “ambience” that today’s customer demands.  If more customers are to be attracted to the facilities, ways must be found to tackle the investment issue.

4.3
Fitness Suite Development


One significant growth area is the use of fitness suites.  Where fitness suites have been installed on the City Council’s facilities, income has risen and there is an opportunity to further increase income through a programme of updating and extending the number and quality of fitness suites in our recreation centres and swimming pools.  Officers have developed a proposal, in partnership with two private sector companies, to implement such a programme in conjunction with the introduction of a membership scheme for the fitness suites and a vigorous marketing campaign.  This campaign would provide incentives for users to access other activities in our centres.  (Introduction of the membership scheme would be voluntary and would run alongside the existing “pay as you go” service, ensuring that occasional users of the suites would not be excluded).  The proposals allow for the investment that will be required to be financed through an operating lease, avoiding any up-front capital costs.


It is anticipated that additional income of up to £85,000 per annum could be generated, and facilities developed that would match those found in the private sector.  More local people using the enhanced facilities would contribute to improving the City’s levels of coronary heart disease and other health indicators


Should Cabinet wish to consider this issue further, a detailed report will be submitted to the next Cabinet meeting.  This development could proceed regardless of any decision to move towards a Trust/NPDO/Outsourcing contract.

5.0
Best Value Review
5.1
The City Council’s Five Year Best Value Review Programme schedules a Review of Services to Young People in the current financial year.  Given the emergence of the Connexions agenda, however, the timing of this review is now questionable.  Connexions is likely to radically alter the role of the Youth Service, in particular, and there would be merit in postponing this review until such time as the impact of the proposed Connexions service on young people is more clear.

5.2
Deloitte & Touche’s recommendation included the need for the City Council to examine the role of Sports Development.  The Sports Development team will be pivotal in the meeting of the City Council’s social inclusion objectives, and a joint Best Value Review of City Leisure and Sports Development, with a particular focus on the potential rationalisation of facilities and the delivery of social inclusion objectives, could be carried out this year in replacement of the scheduled Review of Services to Young People.  This review would also examine the current allocation of Sports Development sessions in City Leisure facilities and identify ways to achieve a closer working relationship between the two services.  The Sports Development team needs to be working with our communities in a “facilitating role”, encouraging people to get involved in the setting up of local clubs etc. and helping to build capacity within the community to organise activities locally.

5.3
Social Scrutiny Committee

The above Committee has recently considered the issue of income at leisure centres and expressed concern over the rationale for considering alternative management arrangements such as the establishing of a Leisure Trust.  The relevant minute of the Committee’s meeting on 14th March is appended.

6.0
Rationalisation, Potential Savings and Investment requirements


In determining the way forward, a number of key issues need to be considered.

6.1
Rationalisation and Investment


CIDFA statistics show that spend per head of population on leisure facilities exceeds the AGMA authority average.  Little or no capital investment has been available to invest in the facilities in recent years and there is little likelihood of capital being available in the future other than the prospect of some investment at Worsley Pool as part of the Walkden development proposals.

6.1.2
Decisions needs to be made as to the number and location of leisure facilities that are needed in the City.  Any such decision will be influenced by the City Council’s ability to support the facilities in revenue terms, set alongside the need to meet social inclusion, health and “quality of life” objectives.  Should a rationalisation exercise be undertaken, there will be the need to ensure that remaining facilities are fit for purpose, ie. modern, customer friendly and offering the range and type of activity that today’s customers require.  This will require a planned programme of investment in both buildings and pro-active Sports Development work in the community to maximise use of the facilities.

6.2
Potential Savings

Revenue Budget savings would be available through the closure of one or more facilities, following a rationalisation exercise.  Typical savings for a “dry” centre would be £100 – 150,000 per annum, and up to £350,000 per annum for a larger facility incorporating a swimming pool  Additional to this would be savings of £347,000 that would accrue through NNDR savings were a Trust/NPDO to be established.  The majority of authorities that have set up Trust/NPDO’s have used a significant proportion of the NNDR savings to invest in the facilities, rather than see the exercise solely as a means of achieving revenue budget savings.  The City Council would need to determine its approach as to how these potential savings would best be used.

The following table gives one example of how the potential savings could be utilised over the next three financial years, to achieve both revenue budget savings and investment in the facilities and Sports Development.

POTENTIAL SAVINGS


2002/3

£
2003/4

£
2004/5

£

Rationalisation Exercise









Closure of one dry Centre 

100,000

100,000

100,000






Outsourcing Contract or NPDO/Trust

            0

  320,000

  320,000

Savings on NNDR

(figures assume the closure of one centre from 01.04.02 and the Trust operative from 01.04.03.






TOTAL

100,000

420,000

420,000






LESS









Investment in facilities and Sports Development

   50,000

  200,000

  200,000






Net saving to City Council

   50,000

  220,000

  220,000






(The above table excludes the potential to raise additional income through the fitness suite development programme referred to earlier in the report.)

7.0
Conclusion

There are a number of options that Cabinet may wish to consider.  In terms of the decisions to undertake a Best Value Review of City Leisure and Sports Development, this could get underway with no other actions being taken until the outcome of the review is known.  Alternatively, the Best Value Review could go ahead alongside the work to explore the outsourcing and NPDO/Trust options as recommended by Deloitte & Touche.  The following options are put forward for consideration:-


Option 1


Best Value Review to be undertaken, incorporating the rationalisation exercise.  If the rationalisation work is to include the detailed condition surveys for each of the facilities, as recommended by Deloitte & Touche, funding in the region of £65,000 would need to be found.  A less detailed “in-house” financial appraisal could be undertaken at lower cost, but would have less credibility to external inspectors.  No decision to be made on outsourcing/NPDO/Trust routes until the outcome of the Best Value Review is known.

Option 2

No further work to be undertaken on the rationalisation exercise but the original Deloitte & Touche recommendation could be followed to determine the viability of outsourcing the service to the private sector and, if that were seen not to offer better value than the NPDO/Trust option, to transfer the service to a charitable NPDO.  The cost to be funded here is between £75,000 and £120,000.

Option 3

Carry out the Best Value Review, including the rationalisation exercise and adopt Deloitte & Touche’s recommendations regarding outsourcing/NPDO/Trust, at a cost of £135,000 to £185,000 (assuming the full external condition survey and financial appraisal was undertaken).  Funding would need to be identified if this option were chosen.

Option 4

Decide to retain “in-house” provision of the service and abandon further work on the outsourcing/NPDO/Trust routes.  This option would allow the City Council to retain control over the service but would be difficult to justify in Best Value terms, particularly, in view of Deloitte & Touche’s recommendations.  It would also not provide a solution to the capital investment requirements identified earlier in the report.

Option 5

It would be possible to adopt part of the Deloitte & Touche recommendations and take a decision to pursue the NPDO/Trust route without exploring the outsourcing options.  As in Option 4, however, this decision would be difficult to justify in Best Value terms.

It is recommended that Option 3 be adopted.


