
 

 

 

Cabinet 
18 May 2021 

Report of: Councillor Barry Dobson 

  The Deputy Leader of the Council 

         
  

 

LeisureSK Ltd Management Fee 

As a result of the ongoing impact of Covid-19 on the operation of LeisureSK Ltd, and the changes 
to business rates announced in the Budget in March 2021, Cabinet is requested to approve an 
increase in the budget allocation previously agreed to support LeisureSK Ltd for the financial year 
2021/22. Cabinet is also invited to accept grant funding from Sport England. 
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Recommendation (s) to the decision maker (s) 

It is recommended that Cabinet: 

1. Accepts the award of grant funding from Sport England in the sum of £320,597 in 
order to support the reopening of the leisure facilities. 

2. Agrees that the additional funding should be provided to LeisureSK Ltd to fund the 
business rates liability of £148,000 for financial year 2021/22. 

http://moderngov.southkesteven.gov.uk/mgMemberIndex.aspx?bcr=1
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3. Agrees to increase the budget allocation of £500,000 by an additional £108,125 
making a total maximum budget allocation of £608,125.   

4. Delegates authority to the Director of Growth and Culture, in consultation with the 
S151 Officer to determine the final amount of management fee payment due to 
LeisureSK Ltd subject to a full reconciliation of the income and expenditure of the 
company. 

 

1 The Background to the Report 

1.1 Prior to the establishment of LeisureSK Ltd the Council developed a five-year trading 

forecast which included projected income and expenditure budgets for the district’s leisure 

facilities.  This work identified the level of management fee likely to be required by LeisureSK 

Ltd for the period January 2021 to December 2021 to be circa £500,000. 

1.2 Subsequently, at a meeting of the Council held on the 26 November 2020, it was agreed 

that a budget not exceeding £500,000 would be provided to support the management fee 

required by LeisureSK Ltd.  Delegated authority was provided to the Chief Executive of the 

Council, in consultation with the S151 Officer, to agree the final amount, noting that the 

payment would be subject to a full reconciliation to show the impact that Covid-19 had on 

income and expenditure. 

1.3 The Annual Budget report presented to a meeting of the Council on the 1 March 2021 

provided an update in relation to LeisureSK Ltd as the centres had not been able to open 

as anticipated on the 4 January 2021 due to the extension of lockdown measures in place.  

Therefore, the business plan was being reviewed and it was expected that the approved 

£500,000 management fee would need to be amended.    

1.4 To ensure that any future budget requirement can be agreed as part of the Council’s annual 

budget setting process it has been necessary to extend the first year of trading for LeisureSK 

Ltd to a period of fifteen months to include the period January 2021 to March 2022.   

1.5 LeisureSK Ltd officially took over the management of the Council’s leisure facilities from the 

1 January 2021 however, in line with the lifting of restrictions, the centres remained closed 

until the 12 April 2021.   

1.6 Whilst the centres remained closed the Directors of LeisureSK Ltd ensured that steps were 

taken to mitigate the financial impact of the extended closure.  This included the appropriate 

use of the furlough scheme for the majority of the employees, whilst a small core of key 

operational staff were retained in order to undertake necessary health and safety and 

operational building checks. 

1.7 During the time the centres were closed, opportunities to attract income have been severely 

limited.  However, LeisureSK Ltd has been able to offset a number of costs from a hire fee 

obtained from renting out the table tennis centre at Grantham Meres Leisure Centre to the 

local Clinical Commissioning Group (CCG).  This centre continues to operate as one of the 

main vaccination sites for Lincolnshire and, in addition to the hire fee received, LeisureSK 

Ltd have also been able to recharge other associated costs.  Since the centres have re-

opened, the hire fee has been increased to include loss of income. 

1.8 The original budget allocation for the management fee payable to LeisureSK Ltd was based 

on the centres being operational from 4 January, albeit with social distancing measures still 

in place.  Due to the delay in opening the facilities and the increase of the first trading period 



 
 

to fifteen months it has been necessary to undertake a review of the management fee 

required. 

1.9 The Council commissioned Sport and Leisure Consultancy Ltd to undertake a review of the 

first year of trading for LeisureSK Ltd utilising intelligence from the leisure industry on how 

the leisure centres were expected to recover once they reopened. 

1.10 As a result of this work, it has been identified that the level of management fee required to 

support LeisureSK Ltd for the fifteen month period January 2021 to March 2022 is likely to 

be £780,722. 

1.11 In December 2020 Sport England launched the National Leisure Recovery Fund.  The fund 

totalled £100 million and was established by the Department of Culture Media and Sport 

(DCMS) to support the reopening of public sector leisure facilities following the national 

lockdown.   

1.12 As part of the application process the Council were required to submit a detailed recovery 

plan on how the leisure centres would be re-opened and the level of activities to be offered.  

This included a detailed income and expenditure projection. 

1.13 As a result of a successful application the Council have been awarded a total of £320,597 

from the fund.  As part of the accompanying grant funding conditions the grant may only be 

used to offset the expenditure as detailed within the recovery plan which was submitted as 

part of the application.  This award will reduce the amount of support LeisureSK Ltd will 

require from the Council in the current financial year. 

1.14 In addition to this it has been necessary to reassess the business rate liability for LeisureSK 

Ltd.  When the Council established LeisureSK Ltd it received advice on the optimal company 

structure which would allow the company to take advantage of tax and business rate 

savings.  As a result of this advice, it was originally envisaged that the company would apply 

to the Council for 100% discretionary business rate relief on the basis that the company was 

not for profit and was engaged in the delivery of leisure and physical activity within the 

district. 

1.15 The budget in March 2021 provided an extension of the business rates holiday for the leisure 

centres until the end of June, after which time the rates liability will be discounted to one-

third.  If LeisureSK Ltd were liable for the full business rates liability, in the current year this 

would be £580,000, however considering the measures announced in the budget this 

reduces the liability to £148,000. 

1.16 The Council’s S151 Officer has undertaken financial modelling to establish the impact of the 

reduced business rates liability and determine the most financially advantageous outcome 

for the Council.  This has concluded that the optimum scenario for 2021/22 will be for Leisure 

SK Ltd not to apply for discretionary relief and therefore to be liable for the payment of 

£148,000.  This will need to be reflected in the management fee that the Council will pay for 

the financial year. 

1.17 The revised management fee payment required by LeisureSK Ltd to cover the period 

January 2021 to March 2022 has been revisited to reflect the receipt of grant funding from 

Sport England and the additional business rates liability.  This has resulted in a projected 

management fee payment of £608,125 being required. 

1.18 Cabinet is therefore requested to approve a budget amendment of £108,125 to increase the 

previously allocated budget to £608,125 for the current financial year. 

 



 
 

2 Consultation and Feedback Received, Including Overview and Scrutiny 

2.1 Companies Committee have previously considered and endorsed the establishment of 

LeisureSK Ltd at the meetings held on the 22 September 2020 and 21 October 2020.   

2.2 At the meeting of Companies Committee held on the 21 October 2020 it was recommended 

that a detailed Business Plan would be presented by the Directors of LeisureSK Ltd to 

Companies Committee at the earliest opportunity once the company had been fully 

established and the Directors had been appointed. 

2.3 The Business Plan for LeisureSK Ltd was subsequently presented and approved at a 

meeting of Companies Committee on the 23 February 2021.  The Business Plan included 

the increased management fee requirement of £780,722 to cover the impact of the lockdown 

and the extension of the first year of trading to a fifteen-month period. 

2.4 At a meeting of the Council of the 1 March 2021 a budget allocation of £500,000 was 

proposed to support LeisureSK Ltd.  However, it was noted within the report that this sum 

was being reviewed as the leisure centres remained closed as part of the national lockdown 

measures. 

2.5 The Board of Directors of LeisureSK Ltd have fully considered the impact of the receipt of 

the grant funding from Sport England and the payment of the residual business rates liability.  

They remain committed to limiting the Council’s financial exposure by controlling costs and 

maximising income opportunities to ensure LeisureSK Ltd represents value for money.  

3 Available Options Considered 

3.1 The recommendations within this report will result in the optimum financial outcome for the 

Council.  

3.2 One of the main drivers for the establishment of LeisureSK Ltd was to secure the ongoing 

provision of leisure across the district.  Without the requested increase in support LeisureSK 

Ltd will suffer cashflow problems and may need to cease trading, resulting in the loss of 

leisure provision across the District. 

4 Preferred Option 

The preferred option is for Cabinet to approve the acceptance of the award of grant funding 

the Council has received from Sport England in the sum of £320,597 and agree to the 

payment of the residual business rates liability for LeisureSK Ltd for the financial year 

2021/22 in the sum of £148,000.  This will result in an additional budget allocation of 

£108,125 being required to support LeisureSK Ltd for the fifteen-month period January 2021 

to March 2022.   

5 Reasons for the Recommendation (s) 

5.1 The recommendations within this report will provide a budget framework to support 

LeisureSK Ltd in its first year of operation, and also ensure that any final payment due is 

limited to the operational deficit of the company.  

6 Next Steps – Communication and Implementation of the Decision 

6.1 Should the additional budget allocation be approved a detailed breakdown of income and 

expenditure targets will be confirmed to the Board of Directors for LeisureSK Ltd.  These 

targets will form part of a monthly budget review at Board meetings. 



 
 

It is the role of the Directors for LeisureSK Ltd to ensure that the company is operated on a 

sound financial basis and that the company achieves the financial targets agreed, limiting 

any financial burden on the Council. 

7 Financial Implications  

7.1 The proposed management fee payable by the Council for the period 1 January 2021 – 31 

March 2022 is calculated by:  

Management fee        £780,722 

Leisure recovery funding       (£320,597) 

Business Rate payable       £148,000 

Net fee payable       £608,125 

7.2 This represents an increase of £108,125 from the funding level approved by Council on 26 

 November 2020 although the management fee period has been extended by 3 months in 

 order to align the trading year to match the Council’s financial year.  The funding level for 

 2022/23 will be considered once the business plan has been updated and a formal proposal 

 has been put for the Council to consider. 

Financial Implications reviewed by: Richard Wyles, Interim Director of Finance 

8 Legal and Governance Implications  

8.1 The Council’s Financial Regulations provide that Cabinet can approve additions to the 

budget framework up to £150,000 per addition and up to £500,000 cumulative per financial 

year. The requested increase is therefore within Cabinet’s approval limits. 

Legal Implications reviewed by: Shahin Ismail, AD Law and Governance 

9 Equality and Safeguarding Implications  

9.1 None arising from this report. 

10 Risk and Mitigation 

10.1 The Directors of LeisureSK Ltd have developed a Risk Register for the company to ensure 

that any existing or emerging risks are identified, and mitigating actions are in place.  

11 Community Safety Implications  

11.1 None arising from this report. 

12 How will the recommendations support South Kesteven District 

Council’s declaration of a climate emergency? 

There are no carbon footprint implications as a result of this report. 

 

 

Report Timeline:  Date of Publication on Forward Plan (if 
required) 

19 April 2021 

Previously Considered by: Not applicable Not applicable 

Final Decision date   18 May 2021 

 


