CONTRACT ARRANGEMENTS WITH slm – KEY DECISION

  

RESOLUTION REQUIRED

  

Report of the Director of Community Services
  
1.
PURPOSE OF REPORT

  

1.1
To ask Members to consider the benefits of transferring the contract for Spelthorne and Sunbury Leisure Centre from SLM to SLM Community Leisure and to consider the award of discretionary rate relief to SLM.

2
BACKGROUND

  

2.1
The contract for Spelthorne and Sunbury Leisure Centres terminates in November 2004.  Our Best Value review has indicated that there are now a number of procurement models available for the reletting of the contract.  SLM have been informed that we will be considering our options for the future, but we would want to test the market to seek Best Value.

  

2.2 
With only 2½ years left for this contract, SLM have informed us that they will not be considering any major capital investment to improve the facility, nor are they required to.  This is one of the difficulties with external contracts.  Some months ago SLM did approach the Authority about the possibility of transferring the contract to SLM Community Leisure, and to request that they pay the business rates.  At present the Authority pays the rates.  One could argue that the Authority should not be responsible for the rates, as we are not the major occupier of the building.  With SLM Community Leisure being responsible for the payment of the rate, they would then be able to apply for discretionary rate relief.  This would reduce the cost of the contract fees to the Council, or increase income from the contract.

  

2.3
 SLM are already operating this model for two other contracts, Malvern District Council and NE Lincolnshire District Council.  SLM have sought expert Counsel and our own Revenue and Benefits officers have indicated that with the information they have seen, namely the Memorandum of Association, is that it is almost consistent with that which is required for Discretionary Rate Relief, ie Sec 47, “The hereditament is not an exceptional hereditament, it is wholly or mainly used for the purposes of recreation and all or part of it is occupied for the purposes of a club, society or other organisation not established or conducted for profit”.  The Head of Revenue and Benefits has stated that SLM will need to include wording in their Memorandum that it is not established or conducted for profit, as this is not done at present.  SLM have agreed to do this.  Further detailed research will also be required.

  

2.4
The Best Value Review action plan also identified the need to investigate the feasibility of this transfer (Executive Jan 2002).

  

3.
FINANCIAL IMPLICATIONS

  

3.1
 Although Members could offer up to 100% discretionary rate relief, Officers would recommend that the percentage of rate relief should reflect the percentage of floor area used for non profit activities.  The areas which are for profit are the Fitness Suites at both sites.  The Best Value financial appraisal indicated that the areas that generated income over and above expenditure was the 2 fitness suites.

  

· Spelthorne 01/02 net income £664,732 (fitness suite)

· Sunbury 01/02 net income £219,668 (fitness suite)

  

3.2
Although one could argue that the café should make a profit, the indications from the Best Value review is that this area is making a loss in the region of £20,000 per annum.  Research has shown that the café users are either swim users or sports hall users.

  

3.3
Officers have calculated the fitness suite areas as a percentage of the total area, the findings are as follows:-

  

· Spelthorne – Fitness Suite occupies 11% of the building.

· Sunbury – Fitness Suite occupies 8% of the building.

  

At present the Authority pays the following business rates:

  





  02/03

Spelthorne Leisure Centre
£181,760


Sunbury Leisure Centre
£ 89,510
Total



£271,270

  

If Members agreed a 90% rate relief, SLM would pay £27,127.  As this award would be discretionary, the Authority would be responsible for paying 25% of the remaining 90% (ie 90% of £244,143) which would be £61,036. The mechanics of this change would be that SLM would be reimbursed for the rates they have been responsible for through an increase of £27,127 in their overall management fee.  After taking account of the residual £61,036 payable by Spelthorne, this would leave a net saving of £183,100.

  

4.
SPENDING ON LEISURE CENTRES

  

4.1
The Best Value Review identified the Council as a very high performer in terms of cost.  The Council’s performance for 2001 against the Audit Commission performance indicator of net cost per visit was:-

  

Spelthorne £0.04 – Surrey Average £0.25.  National Average £1.20.

  

The Audit Commission PI’s 2000/01 also showed that our spend per capita on all culture/leisure is:-

  

Spelthorne £17.51, Surrey Average £17.51, National Average £21.61.

  

5
future of the potential savings

  

5.1
The potential savings of £183,100 could be either reinvested into the Leisure facilities or retained within the revenue budget which would allow the Council to achieve one of its Corporate Targets by reducing the revenue deficit.  The advice from the Director of Resources is that as the savings are revenue they should be retained in the revenue budget, which will help reduce the revenue deficit over the next two years.

  

Although the advice by the Director of Resource is to pursue this arrangement, and that the savings should remain within the revenue budget, Management Team is sympathetic to reinvestment into the Leisure Centres, through the capital programme, particularly as this would effectively be from resources released by the Leisure Centres budget.  Also as a partner, SLM would like to see investment into the facility as they approached us with this option and it requires their agreement to proceed.  Our Leisure Centres are well used with over 800,000 visits (20001/02) and the Leisure and Culture Strategy identified a number of required projects for the next 5 years as did the Best Value Review.  

  

5.2
Management Team are sympathetic to the view that, to encourage SLM to transfer the contract, the Council agree that capital investment be made into the facilities over the next 2½ years to the equivalent value of the revenue savings.  This would be subject to proposals being presented by officers which would show the benefits of the projects to the community and to the facility.  It must be highlighted that officers would still need to apply for capital projects and minor works project above the possible saving, but would do so through the normal capital programmes procedures.

  

6.
best value improvement plan

  

6.1
The Best Value Improvement Plan emphasised the need to improve the quality of some areas, notably the ancillary facilities for our changing and dry changing.  The wetside changing floor will be replaced this financial year as part of capital programme, further work identified is as follows:-

  

· Improved toilet/sanitary wet/dry provision 
cost

£15,000

· Improved showers dry side


cost

£12,000

· Improved showers wet side


cost

£20,000

· Pram/buggy park and both sites

cost

£10,000

· After consultation with user develop 

New refreshment area


cost

£40,000

· Improved changing facilities at

Sunbury Leisure Centre


cost

£40,000

  

6.2 
Officers would not propose to carry out all this work during this financial year, but would be staging it over the remaining part of the contract.  Officers would consider all the sanitary/shower replacements to be the priority for this year, with changing facilities at Sunbury and the development of the café to follow during the next year.  The costings detailed above are approximate and the business case for each project should formally be presented to Members.  Also, in the past month, SLM have committed some capital funding for upgrades to the dryside changing, and this would be included in the further report to Members.

  

6.3
These capital upgrades before contract renewal could help secure more interest in the Leisure Centre from other contractors.  

  

7.
RENEGOTIATION of contract with SLM

  

7.1
This transfer will allow us to formally integrate some updating to the contract requirement.   Our Best Value review identifies the need for both centres to improve their marketing, and the need to formalise our relationship with Head Office, especially as SLM have a target to grow by 60 facilities in a number of authorities over the next year.  In the past six months SLM have won 11 sites in 2 authorities, both based in the Midlands.  Spelthorne still remain the only contract in the south for SLM.

8.
Recommendation

  

8.1
That Members agree:-
  

a) The transfer of the contract from SLM to SLM Community Limited.

b) That, should SLM apply for discretionary rate relief, in principle up to 90% is awarded.

c) That Officers prepare detailed proposal for capital development with costing for the September Executive.

  

Contact: Liz Borthwick, 01784 446376  e.mail  e.borthwick@spelthorne.gov.uk 

  
Portfolio Holders:  Cllr. Denise Grant and Cllr. Ted Culnane.
  
Background Papers: Memorandum of Association, SLM.

