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AVERON LEISURE CENTRE TO BE ADOPTED BY HIGH LIFE HIGHLAND - Report by Chief Executive
	Summary
The purpose of this report is to inform Directors of the request by the Board of Averon Leisure Management Ltd  for High Life Highland to adopt the management of the Averon Leisure Centre, Alness and to present a Business Case examining the costs, risks and benefits of continuing the management of the Centre through Averon Leisure Management Ltd against transferring the Centre to High Life Highland.
It is recommended that Directors agree to:-

i. adopt the management of the Averon Leisure Centre, subject to the proposal and actions required contained within section 6.5 of the Business case being agreed by The Highland Council and the Board of Averon Leisure Management Ltd.
  


	1.
	Background



	1.1

	A request has been received from the Board of Averon Leisure Management Ltd (ALM Ltd) for the management of ALM Ltd to be passed to High Life Highland (HLH).  This request follows a formal decision in January 2012, by the ALM Ltd Board.


	2.
	The Business Case



	2.1
	A Business Case has been compiled to examine the costs, risks and benefits of continuing the management of the Centre through Averon Leisure Management Ltd against transferring the Centre to High Life Highland.



	2.2
	The Business Case attached as Appendix A follows the format below.




Background and Request by ALM Ltd

Service Profile


              

●  Description of service

                      

●  Staffing establishment


	Option 1

Continuing through ALM Ltd

   ● Costs

   ● Benefits

   ● Risks

   ● Governance

   ● Building Maintenance
	
	Option 2

Through HLH

   ● Costs

   ● Benefits

   ● Risks

   ● Governance

   ● Building Maintenance




Analysis


Conclusion & Recommendations

	3.
	Conclusions and actions required to effect a transfer to High Life Highland



	3.1
	The Business Case findings conclude that: -

· There are more benefits than risks to a transfer of operation of the ALM to  HLH

· The identified risks to its services in Alness are reduced by a transfer

· There are on-going net increased revenue costs to the Council of £33K and HLH of £27K

· There are one off capital costs of £55K which are required to address boiler and internal floor covering and shower wall deficiencies

· There are wind and watertight building maintenance issues which will need to be addressed over time, whether or not a transfer is effected



	4.
	Actions required to effect a transfer to High Life Highland



	4.1
	If a transfer is to be effected, the following actions and agreements are proposed: -

a) THC agrees to fund: -

· The net increased wage and pension harmonisation £15K payroll and  £40K respectively, less £5K professional fees and £27K assumed saving on redeployment of one post within HLH as soon as vacancies allow (net increase in cost of £33K) and an additional £10K for internal repairs
·  One off capital improvement costs of £65K for boiler work, shower wall replacement and interior floor coverings

b) THC agrees to reassign the lease of the Averon Leisure Centre to HLH for the same time period and conditions as other HLH properties;

c) HLH agrees to fund the administrators post until a redeployment is   possible (£27K per annum);

d) Agreement to proceed to transfer the management and equipment by the Board of ALM Ltd with consideration being given to its future purpose and make up;

e) Agreement of THC to the proposed lease and cost implications (above);

f) Agreement of the HLH Board to the proposed lease and cost implications (above);

g) Ongoing staff and union consultation;

h) Communication with users and wider community organisations on the effect of a transfer;

i) If the above approvals are possible during March/April 2012, set a transfer date of 1st June 2012;

j) ALM Ltd would need to approach the Office of the Scottish Charity Regulator for permission for transfer of any assets to HLH;


	Recommendation

It is recommended that Directors agree to: -

i.
adopt the management of the Averon Leisure Centre, subject to the proposal and actions required contained within section 6.5 of the Business case being agreed by The Highland Council and the Board of Averon Leisure Management Ltd.



Signature:

Designation:
Chief Executive
Date:

19 March 2012
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	EXECUTIVE SUMMARY

	A request has been received from the Board of Averon Leisure Management (ALM) Ltd for the Management of the Averon Leisure Centre (ALC) to be passed to High Life Highland (HLH).



	ALM Ltd is an independent charitable company limited by guarantee, incorporated on 15, October 1991.  The principal activity of the company is the management of the ALC in Alness.  The company’s main funding stream is an annual management grant of £209K from THC, from which ALC pays back lease rentals to THC of £80K.



	The property is generally in fair condition although in need of external repairs and general maintenance works and decoration.  ALM Ltd offer a good range of leisure and sporting opportunities including courses and classes for adults and for children as well as a dedicated childcare facility.



	OPTIONS ANALYSIS

	Review of Costs



	The comparison of annual revenue costs of operating ALC through ALM Ltd against HLH Ltd indicates that:-

Through ALM Ltd

Through HLH Ltd

THC Management Grant

209

i. THC Management Fee

129

Childcare Grant

10

ii. Childcare Grant

10

Rental to THC

(80)

iii. Rental to THC

0

Net Cost

£139K
iv. Internal building maintenance (additional)

10

v. Payroll Harmonisation

15

vi. Staff Pension

40

vii. Professional Fees

( 5)

viii. Staff Redeployment (when possible)

(27)

Net Cost

£173K
One off costs if ALC is transferred to HLH

Item

Revenue

Capital

Replace Boilers

30

Internal Floor coverings

15

Wet walls in showers

10

ICT

5

£5K
£55K


	EXECUTIVE SUMMARY

Review of Benefits

The comparison of benefits of operating ALC through ALM Ltd against HLH shows: -



	OPTION 1 through ALM Ltd

OPTION 2 through HLH

Local identity and local accountability through a Board of Directors drawn from the town

Protects THC’s asset and safeguards leisure provision in Alness for the longer term

A financial benefit of keeping staff terms and conditions at less than Council and nationally agreed rates

Parity of conditions with THC and national agreements. Greater staff retention and a wider career path for staff

ALC is currently able to access grant/external funding focused on its own specific needs

Opportunity of being part of a larger, more attractive organisation for development projects and the attraction of external funding and fundraising/sponsorship opportunities for capital works or to provide new  activities 

Consistency of delivery of services across leisure centres including pricing and services in the delivery of The High Life scheme

One streamlined set of central support processes and costs
Being part of a larger critical mass during lean times

Access to other leisure centre expertise and staff cover


	EXECUTIVE SUMMARY

Review of Risks



	OPTION 1 through ALM Ltd

OPTION 2 through HLH Ltd

Overtime, the ALM Ltd’s position becomes financially unsustainable

Increased annual cost

ALM Ltd Board fatigue

A perceived reduction in local identity

Reputational damage by association to THC, should the organisation fail – with costs and capacity required to intervene if a crisis developed

Failure of plant and equipment (ALM Ltd responsibility) 

A concern that the ALC would suffer disproportionate reductions in the event of financial cut backs, compared to other HLH facilities

Lost opportunity of being part of a larger, more attractive organisation for development projects and the attraction of external funding and fundraising/sponsorship opportunities for capital works or to provide new  activities 

The missed opportunity to benefit from the input from a larger expertise base

In continuing the trend of not granting annual pay awards given elsewhere in the industry, there is a risk that ALC may not retain its current staff base and not be able to attract a good quality of staff

Initial resistance to change by staff affecting service provided


	Conclusion



	The Business Case findings conclude that:-



	· There are more benefits than risks to a transfer of operation of the ALC to HLH

· The identified risks to its services in Alness are reduced by a transfer

· There are on-going net increased revenue costs to the Council of £33K and HLH of £27K
· There are one off capital costs of £55K which are required to address boiler and internal floor covering and shower wall deficiencies

· There are wind and watertight building maintenance issues which will need to be addressed over time, whether or not a transfer is effected

	EXECUTIVE SUMMARY

Actions required to effect a Transfer to HLH



	If a transfer is to be effected, the following actions and agreements are proposed:-

· THC agrees to fund

a) The net increased wage and pension harmonisation £15K payroll and £40K respectively, less £5K professional fees and £27K assumed saving on redeployment of one post within HLH as soon as vacancies allow (net increase in cost of £33K) and an additional £10k for internal repairs
b) One off capital improvement costs of £65K for boiler work, shower wall replacement and interior floor coverings

· THC agrees to reassign the lease of the ALM to HLH for the same time period and conditions as other HLH properties

· HLH agrees to fund the administrators post until a redeployment is possible (£27K per annum)

· Agreement to proceed to Transfer the management and equipment by the Board of ALM Ltd with consideration being given to its future purpose and make up

· Agreement of THC to the proposed lease and cost implications (above) 

· Agreement of the HLH Board to the proposed lease and cost implications (above)

· Ongoing staff and union consultation

· Communication with users and wider community organisations on the effect of a transfer

· If the above approvals are possible during March / April 2012, set a transfer date of 1 June 2012

· ALM Ltd would need to approach the Office of the Scottish Charity Regulator (OSCR) for permission for transfer of any assets to HLH



	RECOMMENDATION

	It is recommended that THC and the Boards of ALM Ltd and HLH consider the conclusions of the Business Case and make their positions known to the other stakeholders.


	BUSINESS CASE



	1.
	INTRODUCTION



	1.1
	The Averon Leisure Centre, Alness


	1.1.1
	A request has been received from the Board of Averon Leisure Management (ALM) Ltd for the Management of the Averon Leisure Centre (ALC) to be passed to High Life Highland (HLH).



	1.1.2


	The ALC is located on the High Street in Alness.  ALC was built in 1973 and was initially run by the then Regional Council; the facility was transferred to the District Council and upgraded in the late 1980’s and then became an ECS property at the formation of THC in 1996.  The building is owned by The Highland Council (THC). The main part is leased to ALM Ltd and a smaller part of it is leased to High Life Highland (HLH) for use as a library. The ALC lease runs from December 1991 until 13, December 2021. Under the terms of the lease, THC is responsible for maintaining the structure of the building (wind and watertight) and ALC is responsible for internal maintenance. 



	1.2
	Averon Leisure Management Ltd


	1.2.1
	ALM Ltd is an independent charitable company limited by guarantee, incorporated on 15, October 1991.  The company is run by a Board of Trustees (currently 14 in total) who are also Directors of the charity for the purposes of the Companies Act 2006. The company trustees are recruited from local community groups, Alness Community Council, Alness Community Association, Alness Business Association, as well as from the centre's membership.  THC is entitled to appoint a maximum of 3 Directors to the Board and current appointees are Councillors Mike Finlayson, Martin Rattray and Carolyn Wilson.



	1.3
	Objectives and activities



	1.3.1
	The principal activity of the company is the management of the ALC in Alness. The objectives of the charity are to advance education, relieve poverty and promote industry and commerce for the benefit of the general public in Alness and the surrounding area, by providing sports, education and entertainment facilities.



	1.4
	Funding



	1.4.1
	The company’s main funding stream is an annual management grant of £209K from THC, from which ALC pays back lease rentals to THC of £80K. In addition, ALC’s childcare facility attracts funding from THC’s Childcare Services at £10K per annum.  The net cost to THC is therefore £139K.




1.5
The Business Case will follow the format shown in the diagram below:-

Background and Request by ALM LTD


Service Profile


              ●  Description of service

                      ●  Staffing establishment


	Option 1

Continuing through ALM Ltd

   ● Costs

   ● Benefits

   ● Risks

   ● Governance

   ● Building Maintenance
	
	Option 2

Through HLH

   ● Costs

   ● Benefits

   ● Risks

   ● Governance

   ● Building Maintenance





Analysis


Conclusion & Recommendations

	2.

	BACKGROUND AND REQUEST BY ALM LTD

	2.1


	A request has been received from the Board of ALM Ltd for the management of ALC to be passed to HLH.  This request follows a formal decision in January 2012, by the ALC Board.

	3.
	SERVICE PROFILE



	3.1
	Description of Service



	3.1.1
	ALC comprises on the upper floor - entrance; reception area and office; coffee bar and cafeteria; meeting room and hot spot area; health suite; and toilets.  The Lower floor comprises - a 4 court games hall; function hall; party room; lounge and crèche area; toilets; and changing.  The 2 former squash courts have been refitted for alternative use, the first a soft play area, the second has been refurbished as a fitness room. The internal area of the facility is measured at 2,136 square metres.



	3.1.2
	ALC operated the High Life leisure access scheme and offers a varied programme of activity for children and adults including:-

· Adult Classes

· Children’s Activities

· Child Care Provision

· Fitness Room



	3.2


	Statistics- 


	3.2.1
	Current High Life all inclusive subscriptions – 563 (Family 343 / Individual 220)

Budget Members – 1,025

User Numbers – 09/10 Financial year – 169,000

User Numbers – 10/11 Financial Year – 136,000



	3.3
	Staffing Establishment



	3.3.1
	The Centre Manager is responsible for the day to day management of the staff and the facility. The Manager is supported by a Duty Supervisor, a Duty Officer, an Administrator, a Receptionist and 10 Leisure Assistants.   This equates to 10.3 FTE.



	3.3.2
	The Centre also operates a crèche and an after school club. The staffing consists of a manager and 7 playworkers (2 of which are also Leisure Attendants).  This equates to an additional 3.9 FTE.



	 3.4
	The Building and Associated Equipment


	3.4.1
	Externals



	
	Under the terms of the lease to ALM Ltd the responsibility for keeping the building wind and watertight rests with THC.

	3.4.2


	The property was constructed around 1973 and substantially refurbished circa 1990 and is of fair faced, painted block work external walls with a glass fibre (or similar) proprietary coating system to the generally flat roof areas.



	3.4.3
	There has been a recent Fire Risk Assessment and there is an asbestos management plan in place for the facility, neither of which have highlighted significant issues.



	3.4.4
	The property is generally in fair condition although in need of external repairs and general maintenance works and decoration.



	3.4.5
	Exterior condition, current issues – 

· Minor leaks (est £15K – £20K)

· Windows are in poor condition and a programme of replacement is required

· The roof should be investigated as part of the wider review of leisure facility roofs and swimming pool tanks.



	3.5
	ICT



	3.5.1
	The ICT systems at the centre consist of a dual network with connectivity to the internet for all computers via an ADSL broadband connection and the Pathfinder North network via a LAN extension to the Alness Library, which is only used for Gladstone MRM Plus2 (for the High Life access scheme).  There would be little work required to migrate to the Pathfinder network, thus allowing standard corporate computers to be provided and supported by Fujitsu, which brings with it security enhancements for data and a fully managed ICT system.



	3.5.2
	The current 8 computers will be in need of replacement soon and the telephone system is ageing and if a transfer to HLH happens, when replaced, the opportunity should be taken to tie in with the Library telephony system.




	4.
	OPTION 1 – CONTINUING THE DELIVERY OF THE MANAGEMENT OF THE ALC THROUGH THE BOARD OF DIRECTORS



	4.1
	This section will present a summary of the following information in respect of the option to continue to deliver the management of the ALC through ALM Ltd:-

i) Costs

ii) Benefits

iii) Risks and Mitigation Measures

iv) Corporate Governance

v) Building Maintenance



	4.2
	Costs

	
	THC Management Grant

209

Childcare Grant

10

Rental to THC

(80)

Net Cost

£139K


	4.3
	Benefits



	4.3.1
	The benefits associated of retaining the management of the ALC through ALM Ltd can be summarised as follows:-

· Local identity and local accountability through a Board of Directors drawn from the town

· A financial benefit of keeping staff terms and conditions at less than Council and nationally agreed rates

· ALC is currently able to access grant/external funding focused on its own specific needs



	4.4


	Risks and Mitigation Measures



	4.4.1
	The key risks in continuing to deliver the management of the ALC through ALM Ltd can be summarised as follows along with the mitigating actions that could be undertaken to manage their likelihood and impact.



	
	Risk

Mitigation

Overtime, the ALM Ltd’s position becomes financially unsustainable

THC increases management grant

ALM Ltd Board fatigue

Regular refreshing of Board / widening of geographical recruitment area

Reputational damage by association to THC, should the organisation fail – with costs and capacity required to intervene if a crisis developed

Further reductions in SLA fee required,  a requirement by THC for the development of the action plan above

Failure of plant and equipment (ALM Ltd responsibility) 

Increase in management grant to cover cost

Risk cont’d

Mitigation cont’d

Lost opportunity of being part of a larger, more attractive organisation for development projects and the attraction of external funding and fundraising/sponsorship opportunities for capital works or to provide new  activities 

Concentrate efforts on very local sponsorship / fundraising

The missed opportunity to benefit from the input from a larger expertise base

Explore more formal partnership working or supply of service from HLH

In continuing the trend of not granting annual pay awards given elsewhere in the industry, there is a risk that ALC may not retain its current staff base and not be able to attract a good quality of staff

Focus on other methods of reducing costs / raising income



	
	

	4.5
	Corporate Governance



	4.5.1
	Corporate governance of the management of the ALC is structured through reports to the regular meetings of ALM Ltd Board and the meeting of the requirements of the office of the Charity Regulator and Companies House.



	4.6
	Building Maintenance



	
	THC is responsible for keeping the building wind and watertight, fabric, plant and equipment costs are the responsibility of ALM Ltd.  There would be no change to this position under Option 1 - Continuing the delivery of the management of the ALC through the Board of Directors – so these costs are excluded from this section of the business case.  However it should be noted that ALM Ltd may have to approach the Council in due course for assistance with replacing the boiler.


	5.
	OPTION 2 – THE DELIVERY OF THE MANAGEMENT OF THE ALC THROUGH THE BOARD OF HLH



	5.1
	This section will present a summary of the following information in respect of the option to transfer the management of ALC to the Board of HLH:- 

i) Costs

ii) Benefits

iii) Risks and Mitigation Measures

iv) Corporate Governance

v) Building Maintenance



	5.2
	Costs



	5.2.1
	a) One off costs

Item

Revenue

Capital

Replace Boilers

30

Internal Floor coverings

15

Wet walls in showers

10

ICT

5

5

55



	5.2.1


	b) Annual revenue costs

i. THC Management Fee

129

ii. Childcare Grant

10

iii. Internal building maintenance 

iv. Payroll Harmonisation

15

v. Staff Pension

40

vi. Professional Fees

( 5)

vii. Staff Redeployment (unlikely to be possible immediately)

(27)

Net Cost

172



	5.2.2
	i. ALM Ltd receive a management fee of £209K and pay rent of £80K.  Arrangements relating to HLH are that buildings are provided by THC at nil rent so net figure of £129K management fee can be used.

ii. As the childcare operation would continue, it is assumed that the contribution of £10K from THC to its operation would also continue.

iii. ALM Ltd has not been able to fully maintain the internal fabric, boilers and equipment in the building, having only been able to allocate £7k to these costs in the last three years.  A budget for internal maintenance of £10K is proposed.

iv. ALC has largely mirrored THC (national) wage structures year on year but, due to budgetary constraints, chose not to follow the changes / increases at the point of Job Evaluation.  The Statutory Guidance to Local Authorities on Contracting – The Treatment of Employment Issues when Exercising a Power to Enter into a Contract (Commonly known as Section 52) places conditions on Local Authorities and their prospective contractors, and sub-contractors to avoid where possible a two tier workforce. If the staff transfer to HLH on standard HLH terms and conditions, there would be wage harmonisation costs, which amount to £15K per annum.
v. The company operates a stakeholder pension scheme of which there are only 2 members. The cost to ALC is 3% of those employees salaries. If HLH were to budget for all the current staff to join its pension scheme (a standard condition of employment) further costs incurred will amount to £40K per annum.
vi. A small saving of £5K can be made regarding the payment ALC makes for its professional audit / and HR fees.

vii. In the medium term, it would be possible to accommodate the functions delivered by the Administrators post elsewhere within HLH.  When that is possible, a saving of £27K can be effected.



	5.3
	Benefits



	5.3.1
	The key benefits of transferring the management of ALC to HLH can be summarised as follows:-



	
	· Protects THC’s asset and safeguards leisure provision in Alness for the longer term

· Parity of conditions greater staff retention and a wider career path for staff

· Opportunity of being part of a larger, more attractive organisation for development projects and the attraction of external funding and fundraising/sponsorship opportunities for capital works or to provide new  activities

· Consistency of delivery of services across leisure centres including in the delivery of The High Life scheme in terms of pricing and services

· One streamlined set of central support processes and costs
· Being part of a larger critical mass during lean times

· Access to other leisure centre expertise and staff cover


	5.4
	Risks and Mitigation Measures



	5.4.1
	The risks in transferring the delivery of ALC 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

Increased annual cost

Accept risk of not transferring to HLH

A perceived reduction in local identity

Existing ALC Board agree to act as local advisory committee

Initial resistance to change by staff affecting service provided
Early and continued opportunities for face to face discussions. A coordinated programme of staff induction to HLH



	5.5
	Corporate Governance

	5.5.1
	The corporate governance of the delivery of the management of the ALC by HLH would follow the same processes as other HLH facilities, through the Senior Management team through to the Board of HLH.



	5.6

5.6.1
	Building Maintenance

The other leases to HLH from THC are based on THC being responsible for external and internal maintenance.  As against external only in the current lease with ALM Ltd.  External issues have therefore been excluded from this section and only internal issues, which would become the responsibility of THC in the event of transfer to HLH, have been listed:-



	5.6.2
	Boilers - The Site Manager reports that the Bio Mass boiler is too small for the facility and due to it being an early pilot installation, it has been subject to a number of additional works to make it function.  The oil boilers are over 20 years old and past their normal life span. One has been cannibalised to give life to the other.  A budget figure of £30K to address boiler issues should be considered.



	
	Internal floor coverings - are worn and require replacement throughout all walkways and some rooms and a budget cost of £15K should be allowed for this.



	
	The changing rooms - appear to have had some refurbishment work carried out but some areas of wet wall are showing signs of failing and need replacing a budget figure of £10K should be allowed for this.



	
	Over time, the facility needs an internal and external redecoration and freshen up which ideally should be carried out after the windows have been replaced.  Over the past 3 years an average of approximately £17K a year has been spent on internal maintenance by ALC.



	
	Overall, the facility is in good order but requires some initial capital expenditure and then a sustained cyclical programme to keep it looking good.  A budget figure of £10k additional to the existing would be proposed.



	
	It would be prudent to carry out a full building - Mechanical and Electrical and Structural Condition Survey to fully inform planned cyclical maintenance programmes, whether or not a transfer to HLH happens.




	6.
	OPTIONS ANALYSIS



	6.1
	Review of Costs



	6.1.1
	In summary, the comparison of annual revenue costs indicates that:-

Through ALM Ltd

Through HLH Ltd

THC Management Grant

209

THC Management Fee

129

Childcare Grant

10

Childcare Grant

10

Rental to THC

(80)

Rental to THC

0

Net Cost

139K
Internal building maintenance (additional)

10

Payroll Harmonisation

15

Staff Pension

40

Professional Fees

( 5)

Staff Redeployment (when possible)

(27)

Net Cost

173K
One off costs if transferred HLH

Item

Revenue

Capital

Replace Boilers

30

Internal Floor coverings

15

Wet walls in showers

10

ICT

5

5

55



	6.2
	Review of Benefits



	6.2.1
	OPTION 1 through ALM Ltd

OPTION 2 through HLH Ltd

Local identity and local accountability through a Board of Directors drawn from the town

Protects THC’s asset and safeguards leisure provision in Alness for the longer term

A financial benefit of keeping staff terms and conditions at less than Council and nationally agreed rates

Parity of conditions greater staff retention and a wider career path for staff

ALC is currently able to access grant/external funding focused on its own specific needs

Opportunity of being part of a larger, more attractive organisation for development projects and the attraction of external funding and fundraising/sponsorship opportunities for capital works or to provide new activities

Consistency of delivery of services across leisure centres including in the delivery of The High Life scheme in terms of pricing and services

One streamlined set of central support processes and costs
Being part of a larger critical mass during lean times

Access to other leisure centre expertise and staff cover



	6.3
	Review of Risks



	6.3.1
	OPTION 1 through ALM Ltd

OPTION 2 through HLH Ltd

Overtime, the ALM Ltd’s position becomes financially unsustainable

Increased annual cost

ALM Ltd Board fatigue

A perceived reduction in local identity

Reputational damage by association to THC, should the organisation fail – with costs and capacity required to intervene if a crisis developed

Initial resistance to change by staff affecting service provided
Failure of plant and equipment (ALM Ltd responsibility) 

A concern that the ALC would suffer disproportionate reductions in the event of financial cut backs, compared to other HLH facilities

Lost opportunity of being part of a larger, more attractive organisation for development projects and the attraction of external funding and fundraising/sponsorship opportunities for capital works or to provide new  activities 

The missed opportunity to benefit from the input from a larger expertise base

In continuing the trend of not granting annual pay awards given elsewhere in the industry, there is a risk that ALC may not retain its current staff base and not be able to attract a good quality of staff



	6.4
	Conclusion



	6.4.1
	The Business Case findings conclude that:-



	
	· There are more benefits than risks to a transfer of operation of the ALC to HLH

· The identified risks to its services in Alness are reduced by a transfer

· There are on-going net increased revenue costs to the Council of £34k and HLH of £27K
· There are one off capital costs of £55K which are required to address boiler and internal floor covering and shower wall deficiencies

· There are wind and watertight building maintenance issues which will need to be addressed over time, whether or not a transfer is effected.



	6.5
	Actions required to effect a Transfer to HLH



	6.5.1
	If a transfer is to be effected, the following actions and agreements are proposed:-

· THC agrees to fund

c) The net increased wage and pension harmonisation £15K payroll and £40K respectively, less £5K professional fees and £27K assumed saving on redeployment of one post within HLH as soon as vacancies allow (net increase in cost of £33K) and an additional £10k for internal repairs
d) One off capital improvement costs of £65K for boiler work, shower wall replacement and interior floor coverings

· THC agrees to reassign the lease of the ALM to HLH for the same time period and conditions as other HLH properties

· HLH agrees to fund the administrators post until a redeployment is possible (£27K per annum)

· Agreement to proceed to Transfer the management and equipment by the Board of ALM Ltd with consideration being given to its future purpose and make up

· Agreement of THC to the proposed lease and cost implications (above) 

· Agreement of the HLH Board to the proposed lease and cost implications (above)

· Ongoing staff and union consultation

· Communication with users and wider community organisations on the effect of a transfer

· If the above approvals are possible during March / April 2012, set a transfer date of 1 June 2012

· ALM Ltd would need to approach OSCR for permission for transfer of any assets to HLH



	7.
	RECOMMENDATION



	7.1
	It is recommended that THC and the Boards of ALM Ltd and HLH consider the conclusions of the Business Case and make their positions known to the other stakeholders.


