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Purpose of Report 

 

To present to Companies Committee the draft financial accounts for LeisureSK Ltd up to 

31 March 2022 and request consideration of the level of management fee being sought by 

LeisureSK Ltd from the Council for financial year 2023/2024. 

 

 

Recommendations 

In receiving the draft financial accounts for LeisureSK Ltd up to 31 March 2022 
and taking into account the context of the Council’s current financial position and 
the need to produce balanced and financial plans for next financial year, 
Companies Committee is requested to:  

1. Recommend to Cabinet a budget allocation of up to £500,000 to support 
LeisureSK Ltd for the financial year 2023/2024.  

2. Agree to receive the audited accounts for the period up to 31 March 2022 at the 
January 2023 Companies Committee meeting.  
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Decision Information 

Does the report contain any 
exempt or confidential 
information not for publication? 

No 

 

What are the relevant corporate 
priorities?  

Growth and our economy 

Healthy and strong communities 

 

Which wards are impacted? Two or more Wards 

 

1. Background to the Report 
 
1.1  The South Kesteven Corporate Plan (2020-2023) sees the sustainability of public 

sport and leisure facilities and services is key to supporting the health of the District, 
tackling health inequalities and driving both local economic and social value to 
communities. 

 
1.2 Since September 2020, South Kesteven District Council has been providing 

financial support to LesiureSK Ltd in the form of a management fee. This has meant 
the Council has funded the actual net deficit incurred in the operation of the service 
after taking into account the income generated and expenditure incurred.  

 
1.3 Six months after the establishment of the wholly-owned Teckal company, on 18 May 

2021 Cabinet decided to increase the budget allocation previously agreed to 
support LeisureSK Ltd for the financial year 2021/2022. Grant funding from Sport 
England of £320,597 was accepted at the same time to support the reopening of 
the leisure facilities. There are three leisure centres (in Bourne, Grantham and 
Stamford) currently operating and trading. The lockdown closures meant a 
significant amount of participants and memberships did not return. During periods 
of closure LeisureSK Ltd continued to employ staff (some of which were furloughed) 
and sites were maintained. Today, 19 months on from reopening, the recovery back 
to pre-COVID financial performance is proving to be difficult.  

 
1.4 Companies Committee last received an update on the Council-owned and not-for-

profit Teckal company, LeisureSK Ltd, on 7 October 2022. That report presented 
the financial accounts for LeisureSK Ltd up to 31 March 2021. Appended as a 
background paper, was the LeisureSK Ltd Business Plan for 2022/2023.  

 
1.3 South Kesteven District Council strives to  maintain a balanced budget, however, is 

currently experiencing  rising costs driven by an increase in inflation, increases in 
the cost-of-living and significant rise in utilities costs. As  budget preparations  are 
underway at the Council to set a balanced budget for 2023/2024, in presenting the 
draft financial accounts for LeisureSK Ltd up to 31 March 2022, this report requests 
Companies Committee considers the level of management fee required by 
LeisureSK Ltd for the next financial year. 

 



1.4 The accounts for LeisureSK Ltd March 2022 are in the process of being audited.   A 
draft version of the financial accounts up to 31 March 2022 are provided as an 
exempt item at Appendix A. It is recommended the audited accounts are 
presented to 24 January 2023 meeting of Companies Committee.  

 
1.5 In the intervening months since LeisureSK Ltd’s financial year end took place i.e. 

from April 2022 onwards, work has continued to improve participation rates of the 
leisure centres.  There have been improvements to on-line booking, an improved 
choice of fitness classes and enhanced marketing of services. The leisure centres 
are widely promoted, LeisureSK Ltd has its own website and social media platforms 
(https://www.leisuresk.co.uk) and the company is featured on the HelloSK app 
(https://join.hellosk.co.uk). 

 
1.6 Investing in sustainable, high quality leisure facilities across the district is a key 

performance measure for the Council. Accordingly, the LeisureSK Ltd Board 
continues to look for ways for LeisureSK Ltd to become more efficient in the way 
the leisure centres are operated and identify savings in areas where costs can be 
reduced. This has included looking at the way people use the leisure centres, when 
they are busy, and when they are less so, and which centres have the potential to 
increase the number of customers using them. Opening hours of the swimming 
pools reflect customer usage patterns.   

 
1.7 This approach is part of wider plans to improve the leisure centres which has, and 

will continue, to see investment in the routine maintenance of the leisure facilities.  
In lockstep with the Council, LeisureSK Ltd’s priority is for people to continue to use 
and enjoy the leisure facilities and encourage more people to use them.  Investing 
in the facilities to make sure people have the best possible experience to improve 
their health and wellbeing has been a priority in 2022.  Paragraphs 1.8 to 1.14 
provide detail on the recent Conditions Survey’s undertaken.  

 
 Conditions Surveys 
 
1.8 A budget of £150,000 was included in the Council’s Property budget for 2022/2023 

for urgent repair and maintenance works across the leisure centres. In addition one-
off funding of £400,000 was made available during 2022/23 to provide additional 
funding to support urgent maintenance works across the  whole of the Council’s 
General Fund assets  should any  urgent works be identified. 

 
1.9 Earlier in 2022, building conditions surveys were undertaken for Bourne, Grantham 

and Stamford Leisure Centres. Prior to the surveys being received some urgent 
works had already been identified. The surveys were carried out by William 
Saunders, a suitably qualified multi-disciplinary practice of architects, engineers and 
construction experts.   

1.10 The survey results received, detailed the necessary repairs and maintenance 
required for the next 30 years. The responsibility for assessing and prioritising works 
identified in the condition surveys was jointly undertaken between the Council’s 
Leisure team, for their operational knowledge, and the Property team for their 
building and technical expertise. An exercise took place to crossmatch the urgent 
works identified previously with the results of the condition surveys.  Where urgent 

https://www.leisuresk.co.uk/
https://join.hellosk.co.uk/


works had been identified, orders were placed.  This included the replacement boiler 
at Stamford Leisure Pool (as it was operating on one boiler), the replacement air 
conditioning at Bourne Leisure Centre and replacement fire doors at Bourne, 
Grantham and Stamford.   

1.11 The surveys gave guidance on what remedial works may be required, these being  
categorised into four groups:  

• Works required which pose a health and safety risk or where items were at end 
of life 

• Works to resolve operational and building issues 

• Works which are affecting the income potential of LeisureSK Ltd, and therefore 
increasing the Council’s subsidy 

• Works which if undertaken now, would limit further costs in the future 

1.12 The timely appointment in August 2022 of the Council’s Team Leader for Leisure 
and Open Spaces, who possessed recent leisure operational experience, meant 
work started straightaway on planning and priortising the necessary works.  Actions 
were captured in a table format which has now become a tracking document, noting 
when orders have been placed and works completed. 

1.13 Works vary across the three centres, with maintenance requirements including: 
replacement air conditioning, replacement boilers, filter refurbishments, Ultraviolet 
(UV) System update (to kill bacteria in the water), chemical dosing system (to 
control septicity and odour emissions), fire doors, water system works (to ensure 
the highest water quality available) and wave machines.    

 

Information to support the Management Fee request for 2023/2024 

1.14 To assist Members with the request to consider the management fee for 2023/2024, 
the remainder of this report provides further insight into the two largest areas of 
expenditure for LeisureSK Ltd, namely staffing and utilities, and covers a recent 
energy efficiencies appraisal and projections for 2023/2024. 

Staffing costs 

1.15 On 24 November 2022, Council received a report to determine whether the 
previously agreed refurbishment of Deepings Leisure Centre would proceed given 
the significant changes to the Council’s financial outlook. That report confirmed the 
largest area of expenditure for LeisureSK Ltd is staffing costs.  

1.16 The staff previously employed by 1Life were transferred to LeisureSK Ltd under 
Transfer of Undertakings (Protection of Employment) Regulations (TUPE), most 
being on national minimum wage. In addition, there was no clear pay policy or 
staffing structure, which as well as causing some anomalies, resulted in staff 
retention issues and difficulty in recruiting to vacant roles. In response, the Board of 
Directors for LeisureSK Ltd subsequently commissioned a full pay review and 
restructure, which is now in place.     

1.17 Considering the current cost of living pressures, a further piece of work is underway 
to identify a suitable pay award for the employees of LeisureSK Ltd. This is likely to 
add in a £180,000 pressure to the budget for LeisureSK Ltd for 2023/2024. 



Utility costs 2022-2023 

1.18 LeisureSK Ltd is being adversely and disproportionately affected by fluctuations in 
the energy market, especially as leisure centres have high energy demands, which 
increase significantly when the facilities include swimming pools.  Energy costs are 
the second highest cost for LeisureSK Ltd after staffing costs. This is further 
exacerbated because the leisure estate is ageing and energy inefficient. The recent 
conditions survey exercise undertaken show the public swimming pools and sports 
halls need replacing or refurbishing. It has previously been identified that these 
ageing assets are contributing just over 40 per cent of the councils’ direct carbon 
emissions.      

1.19 The budget for utilities for 2022/2023 was set before significant increases in 
wholesale energy prices were expected. Alongside the Council, LeisureSK Ltd is 
signed up to the public sector owned professional buying organisation Eastern 
Shires Purchasing Organisation (ESPO) energy scheme, this kept electricity costs 
fixed until October 2022 and gas costs are fixed until April 2023. The increase in 
electricity costs for October 2022 was expected to be 80-90%.       

1.20 The Government launched the Energy Bill Relief Scheme which began running in 
October 2022 for six months, capping the unit price to 21.1p per kilowatt hour (kwh). 
Through the ESPO scheme, LeisureSK Ltd are paying 21.6p per kwh. This means 
the impact of the relief scheme will be minimal. The budget for total utility costs for 
2022-2023 is £568,373. The current forecast costs for 2022-2023 is £795,691, this 
is an overspend against budget of £227,318 (i.e. 40%). 

Utility costs 2023-2024      

1.21 The latest ESPO update forecasts gas prices will increase by 300% from April 2023. 
This would increase LeisureSK Ltd’s gas spend from £185,655 in 2022/2023 to 
£747,747 in 2023/2024 i.e. an increase of £562,092. Electricity costs are budgeted 
to remain at the current level and therefore total utilities for 2023/2024 are projected 
to be £1,382,736. In comparison the total income for 2023/2024 is budgeted to be 
£3,426,881, the total cost of utilities therefore equating to 40.3% of LeisureSK Ltd’s 
income.   

Energy Efficiencies Appraisal  

1.22 LeisureSK Ltd is forecast to make a deficit of circa £138,000 in 2022/2023, however 
the, Leisure Recovery Grant of £307,000 ie yet to be paid over to the company. As 
highlighted in paragraph 1.21, given gas and electricity prices are predicated to rise, 
at a recent LeisureSK Board meeting, it was agreed that any surplus from the grant 
would be invested to improve energy efficiencies.      

1.23 Consequently, pool covers for the two main pools and the learner pool at Grantham 
Mere’s Leisure Centre will be purchased and lighting in the changing rooms and 
reception areas at Stamford Leisure Centre will be replaced to the significantly more 
energy-efficient light emitting diode light bulbs (LEDs). LED lighting products 
produce light up to 90% more efficiently than incandescent light bulbs. It is taking 
longer to obtain quotes for pool covers for Stamford and Bourne, given the 
complexities of the pool designs and demand in the sector.    

1.24 Experienced LeisureSK Ltd personnel, supported by the Council’s leisure team, are 
exploring further efficiency opportunities across the leisure estate.  



Projections for 2023/2024     

1.25 The Board of Directors for LeisureSK Ltd remain committed to ensuring the 
company can mitigate a level of the staff and utility increases and are exploring a 
range of opportunities to increase charges and reduce energy consumption.  
However, there needs to be due care when considering any action given the 
potential for reduction in users as, due to the current financial climate, users will 
have less available income for leisure related activities.    

1.26 A number of mitigations are actively being pursued. Whilst these will address some 

of the pressures, projections for 2023/2024 demonstrate LeisureSK Ltd will require 

financial support of circa £500,000, all of which relates to the uplift in utility costs, 

which cannot be offset by income generation.  

1.27 In reviewing the draft financial accounts for LeisureSK Ltd up to 31 March 2022 and 

taking into account the context of the Council’s current financial position and the 

need to produce balanced and financial plans for next financial year, Companies 

Committee is asked to recommend to Cabinet that an  allocation of up to £500,000 

to support LeisureSK for the financial year 2023/2024 is included in the budget 

proposals. 

2. Key Considerations 
 
2.1 Following the COVID-19 pandemic, prioritising residents’ physical and mental 

health is of even greater importance. As leisure centres continue to close across 
the country, South Kesteven District Council is bucking the trend by investing in 
them.  As articulated in the Council’s Sport and Physical Activity Strategy (adopted 
in December 2021), it is important for local people to have access to high-quality 
facilities to play sport, stay healthy and come together as a community. A newly 
appointed Leisure Officer started employment at the Council on 17 October 2022 
and has a primary focus on delivering the action plan contained within the Strategy.  

 
2.2 As part of the response to COVID-19 the seven Lincolnshire Districts have 

developed a culture of working closely together to identify and address 
challenges. The Districts have continued to embed this collective approach with a 
particular focus on the role of District councils in addressing health inequalities. The 
Lincolnshire Districts Health and Wellbeing Strategy was first developed in May 
2021 and is structured around five ‘lever’ areas: housing and homelessness; activity 
and wellbeing; environment and climate; economic inclusion and community 
engagement. These areas are where districts are uniquely positioned in the system 
to influence and where they can most effectively work with partners to deliver 
sustainable change.  

 
2.3 To enable both the continued development of the strategy and implementation of 

actions, the Districts developed a ‘Working Group’ with a lead for each of the lever 
areas. This has provided the basis for engagement and action with other colleagues 
in the health system. As a working group, the leads have worked together for 12 
months and have developed a high-level action plan acting as a framework to 
enable individual districts to create their local action plan, specific to their unique 
situation and needs. 

 



2.4 Members of the Rural and Communities Over and Scrutiny Committee will be asked 
at their 8 December 2022 meeting to consider recommending to 10 January 2023 
Cabinet meeting the adoption of the Strategy and the associated action plan for 
South Kesteven District Council as a framework for improving health and wellbeing 
across South Kesteven, as part of countywide work. 

 
2.5 Work has begun on working with key partners including Active Lincolnshire, and 

Lincs Inspire to develop a collaborative approach to increasing physical activity 
levels across the District. Officers have been working closely with LeisureSK Ltd to 
identify alternative ways for residents to engage with physical activity, away from a 
traditional leisure centre setting. This includes work to develop walks across South 
Kesteven as part of the Slow Ways initiative (https://beta.slowways.org) and work 
to identify healthy lifestyle programmes. 

 
2.6 As reported to 7 October 2022 Companies Committee, the Business Plan and 

financial monitoring of performance is kept under review by the LeisureSK Ltd Board 
of Directors. However, given the scale of financial challenges faced, the Council’s 
budget planning process has already started in preparation for the year ahead. 
Therefore, at a time of continuing financial uncertainty, it is prudent for LeisureSK 
Ltd to seek additional funding for 2023/2024 to ensure the request is locked into 
considerations by Members. This will help provide a firm foundation as the company 
prepares for the years ahead. 

 
2.7 Work programming is the planning stage of scrutiny, where subjects for further 

investigation are identified.  Members are therefore recommended to consider if any 

further ‘checks and balances’ need to be put in place to facilitate forward thinking 

and positive impartial scrutiny of LeisureSK. 

3. Other Options Considered 
 

3.1   As a private limited company, LeisureSK Ltd is obligated to compile financial 
accounts on an annual basis and file these with Companies House.  

 
3.2 The main driver for the establishment of LeisureSK Ltd was to secure the ongoing 

provision of leisure across the District. Without the requested Management Fee of 
circa £500,000, LeisureSK Ltd will suffer cashflow problems and may need to cease 
trading, resulting in the loss of leisure provision across South Kesteven. Therefore, 
the ‘do nothing’ option was discounted.  

 

4. Reasons for the Recommendations 
 

4.1 The recommendations within this report provide a budget framework to support 
LeisureSK Ltd. The Management fee would be limited to the operational deficit of 
the company.  

 

5. Background Papers 
 

5.1 Deepings Leisure Centre - Report to Council, published 24 November 2022, 
available online via:  

https://beta.slowways.org/


https://moderngov.southkesteven.gov.uk/documents/s36168/Deepings%20Leisure
%20Centre%20Report.pdf (southkesteven.gov.uk) 

 
5.2 LeisureSK Ltd Accounts 2020/2021 - Report to Companies Committee, published 

7 October 2022, available online via:  
https://moderngov.southkesteven.gov.uk/documents/s36168/Deepings%20Leisure
%20Centre%20Report.pdf teven.gov.uk) 

 
5.3 Sport & Physical Activity Strategy (2021 to 2026), adopted December 2021 and 

available online via: 
www.southkesteven.gov.uk/CHttpHandler.ashx?id=28041&p=0 

 

6. Appendices 
 

6.1 Exempt Appendix A – Draft Accounts for LeisureSK Ltd for the period April 2021 
to March 2022. 
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