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PAY AS YOU GO PRICES IN LEISURE FACILITIES - Report by Chief Executive
  
	Summary
The purpose of this report is to present recommendations to Directors to rationalise the ‘pay as you go’ prices for use of High Life Highland leisure facilities from 2013/14 onwards.
It is recommended that Directors agree to adjust the ‘pay as you go prices’ to the Council’s approved target charges over a three year period from 2013/14 to 2015/16, while adding 5% each year to meet expected inflation targets of 2.5% as an agreed contribution to the budget savings process.
  


	1.
	Background

	1.1 
1.2

1.3

1.4

1.5


	High Life Highland (HLH) is required to work within The Highland Council’s (THC) charging policy.  This policy was approved by the Education, Culture and Sport (ECS) Committee on 12 March 2009.  The policy included a listing of maximum ‘pay as you go’ prices to be charged for individual activities/spaces. These target prices have been updated annually for inflation.   Charging within the agreed policy would not normally be brought to Directors.  However, with some equalisation across the area proposed, there is a potential reputational risk to the Company. 

The objectives of the Council’s charging policy are as follows:

i. ensuring affordable access to all sections of the community to encourage participation;

ii. fostering  social  inclusion  for  those  who  are  economically  and  socially vulnerable;
iii. developing  opportunities  across  a  broader  range  of  activities  for  an increasing range of participants;

iv. reflecting differing local priorities and size, quality and design of facilities; and
v. raising income.
The policy is underpinned by the following charging principles:

i. the High Life scheme will underpin affordable all-inclusive access to the Council’s Leisure Centres, encouraging regular exercise and healthy lifestyles. A 50p per activity Budget option for those on principal benefits will further   ensure   all   sections   of   the   community   can   participate. Nevertheless  the  pay-as-you-go  option  for  those  seeking  less  regular facility use will be maintained;
ii. setting  maximum  pay-as-you-go  charges  for  Council  and  grant-aided facilities and schools to ensure they remain affordable to all sections of the community;
iii. maintaining free use of schools for youth groups, while allowing charging for any additional janitorial costs incurred;

iv. allowing actual charges set to be varied down from the maximum charge by Area Committees or School Management Committees, to reflect local priorities and differences in facility design standards. Facility Managers are permitted to vary prices downwards for short term promotions. This excludes High Life because High Life members can access all Leisure Centres for one price;
v. establishing set charges for group use of schools where no management committees exist; and
vi. that  the  Director  of  Education,  Culture  and  Sport  be  given  devolved powers to vary charges annually by a maximum of two times the annual inflation rate.
The policy seeks to establish a single pricing structure for the Council’s community facilities, community managed facilities, schools, leisure and community centres.  In seeking to achieve target prices across this range of facilities, the policy recognises that this will result in a significant price change in some cases.  
The report therefore recommended that:

‘where the change would be an increase greater than 5%, the change is brought in over a maximum of three years. These prices will increase by one third of the difference between the prices per year, or by 5%, whichever is greater. If prices are already higher than the target price, these would remain capped at the current level to ensure stability of revenue income, and because the prices are already established. It is assumed that target prices will eventually catch up with prices capped in this way’.


	2.
	Current Position


	2.1
	The price rationalisation for ‘pay as you go’ charges recommended and approved within the ECS report in 2009 has not yet been implemented in full within HLH leisure facilities.  In addition, several new facilities have been added to the leisure facility portfolio; either as a consequence of their transfer from a third party (Averon Leisure Centre and Culloden Leisure Centre), or due to a change in the management arrangements at the centre (Charleston Community Complex, Craigmonie Centre).



	2.2
	The purpose of this report is to present options to the Board to implement the Council’s charging policy in full for ‘pay as you go’ prices within HLH leisure facilities from 2013/14 onwards.


	3.
	Business Plan Contribution


	3.1
	This report contributes to the achievement of the following outcomes within the HLH Business Plan for 2012/15:

i. delivery of the Service Delivery Contract; and
ii. financial sustainability.


	4.
	Options to Achieve Target Prices


	4.1
	The current ‘pay as you go’ charges operated by HLH facilities require to be rationalised to achieve the single pricing structure approved within the Council’s charging policy.  



	4.2
	Two options are presented to achieve this outcome for consideration by the Board:-
i. adjust all prices to the target price plus the 5% increase (agreed as a contribution to the budget savings process) in 2013/14; or

ii. adjust the charges to the target price, adding 5% for the required price increases each year over a maximum three year period, while splitting the increases as follows:
a) 10% increase or less – move to target price plus 5% in 2013/14;

b) 11% to 20% increase – move to target price plus the required price increases of 5% each year by 2014/15; and

c) 20% increase or more – move to target price plus the required price increase of 5% each year by 2015/16.



	5.
5.1

4.2

5.

	Risks and Benefits
The following risks and mitigation are presented for each option.
i) Option 1

Risk
Mitigation
Reputational risk to HLH with the company being associated with some significant price rises in percentage terms for some activities in some facilities.
Identify the groups and individuals most likely to be affected by the price rise and communicate directly with them to explain the background and reasons for change.
Identify opportunities where switching to High Life membership would be cheaper than ‘pay as you go’ and promote conversion.
HLH being accused of being too commercially focused.

Prepare and undertake a planned series of briefings with key stakeholders to explain the background to the changes.  
Prepare and issue a series of press releases explaining the background to the change and promoting the value of High Life membership as an alternative to ‘pay as you go’.

Loss of pay as you go income in response to price rises.

Work with affected groups and individuals to highlight added value of becoming a High Life member.

Review the option to introduce High Life Club membership for groups and clubs using HLH facilities in advance of announcing the price rises. 
ii) Option 2

Risk
Mitigation

Confusion for customers as to the pricing policy of HLH.
Identify the groups and individuals most likely to be affected by the price rise and communicate directly with them to explain the background and reasons for change.

Provide all facilities with a copy of the price rises that will be implemented over the 3 year period and arrange for copies to be issued to affected groups / individuals.

Identify opportunities where switching to High Life membership would be cheaper than ‘pay as you go’ and promote conversion.
Complexity in the logistics of applying the incremental change process.

Establish the prices for all activities in all facilities by end December 2012 and advise all leisure facilities staff of the charges for all ‘pay as you go’ prices over the next three years.
Ensure that the changes agreed are implemented in each successive financial year.
Inflexibility in years two and three in adjusting the ‘pay as you go’ prices to reflect budget pressures or opportunities.

Focus on converting ‘pay as you go’ customers onto the High Life membership to maintain and build upon the stability of income from Direct Debits.
The benefits of each option are as follows:

i) Option 1 

The main benefits of adjusting the prices in one year are as follows:

a) the target prices would be applied uniformly across all HLH sites with immediate effect;

b) any reputational damage incurred as a result would be at the time of doing so only and not repeated each year over the three year period.
ii) Option 2 

The benefits of adjusting the prices over a three year period are as follows:

a) The potential reputational damage to HLH can be managed to a minimum through the mitigation outlined in section 4.1;
b) The three year span can be used to identify and convert ‘pay as you go’ customer to High Life members;

c) HLH can use the longer lead in time to review the option to introduce High Life Club to convert club and group users currently on ‘pay as you go’ prices onto High Life membership.
Comparison of Risks and Benefits

To balance the potential reputational risk to HLH with the need to achieve the target ‘pay as you go’ prices across all HLH sites in accordance with the Council’s approved charging policy, it is recommended that Directors approve option 2.


	Recommendation
It is recommended that Directors agree to adjust the ‘pay as you go prices’ to the Council’s approved target charges over a three year period from 2013/14 to 2015/16, while adding 5% each year to meet expected income inflation targets of 2.5% and as an agreed contribution to the budget savings process.
  


Signature:

Designation:
Chief Executive
Date:

22 November 2012
