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Pool Business Plan & Management Options 
 

SYNOPSIS 
To brief  Members  on the development of the  business planning for the new Corby  
Swimming Pool. 

 

1. Relevant Background Details 
A report was presented to Committee in March 2006 that detailed an assessment of three 
business case options for the management of a 25 metre, 8 lane Swimming Pool 
including Lodge Park Sports Centre. The Committee approved; 

i) That the continued use of the in-house model for the New Swimming Pool and Leisure 
Complex and Lodge Park Sports Centre , subject to review. 

ii) That should financial or performance factors significantly change from those indicated 
within the report that the Council review its future management options. 

The PMP report (see below) highlighted a range of figures depending on the 
management option, from a net subsidy of £88,000 to a surplus of £18,000. This was 
based on 25 metre swimming complex in operation for five years and excluded notional 
capital charges and lifecycle costs. The accuracy of these figures was questioned at the 
time within the OCPC report.  

Shortly after this report, a report to the Parkland Gateway Committee on the 15th May 
2006 highlighted the ongoing work to finalise the estimated additional running costs of a 
50 metre pool, reporting an increase the region of £200,000 per year, therefore requiring 
a net subsidy of £550,000. This was projected in the Council’s medium term financial 
plan. 

2. Report 
2.1 Business Plan 
The analysis provided by leisure Consultants PMP, revealed a series of weaknesses at 
the existing Corby Swimming Pool with high costs that can be directly attributed to the 
age, condition and design of the pool. Swimming and Health and Fitness income were 
also identified as being lower then the industry standard. The report highlighted the 
considerable improvement that all options will provide in respect of cost related 
performance indicators for the new pool. The performance of Lodge Park Sports Centre 
measured well against the industry standards, being in the top 75% percentile for most 
service delivery areas.  

Therefore these findings have been applied when developing the business plan for the 
new pool. It is difficult to ascertain an exact estimate of revenue implications when there 
is no other town of a similar size with a similar facility.  However, indicative revenue 
costings are provided based on cost calculations developed from information provided by 
external leisure expertise, PMP, Strategic Leisure and David Warden Associates, and 
using existing usage as a base line.  
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Operational Assumptions 
In developing the business plan a number of assumptions have been made to estimate 
the projected income and expenditure including: 

• The service will be managed by the Council in-house, as approved by the 
OCPC in March 2006.  

• First year of operation is for 3 months, commencing in January 2009. 

• Pricing has been based on existing fees and charges, although further 
analysis of comparable facilities will be considered for pricing and 
programming. 

• That existing pool and fitness usage is low in comparison to other pools (PMP 
and Strategic Leisure reports) 

• The figures do not include inflation. 

• Staffing costs are based on existing pay scales, top of incremental points. The 
figures do not include inflation. Pension costs are based on 60 % of staff 
being in the Superannuation Scheme. 

• Support services are based on existing charges set for 2007/08 

• Marketing is 1% of income. 

• VAT calculations assume swimming coaching/lessons/gym pay as you 
go/dance studio inductions are all exempt of VAT. 

Business Plan Summary – Income 
Swimming admissions £519,620 
An in-depth analysis was carried to determine the estimated income for the new pool. 
The present facilities are inflexible and restrictive due to design and therefore limit the 
potential to increase income. 

Casual Swimming. The business plan estimates a large increase in usage of 65% with 
more attractive facilities and more water space. The movable floor and booms will allow 
the programme to be more flexible utilising more peak time for casual swimming, a 
survey amongst school children showed 90% currently use the pool in Corby. Relatively 
few children have swimming lessons in Corby but almost 60% would be interested in 
joining a swimming club.  The business plan assumes the new swimming development 
plan will extend a centre run learn to swim programme with clubs concentrating on 
coaching and not on learn to swim. Club training sessions and coaching will be early 
morning and late evenings. 

The pool will be very attractive for club, county and regional swimmers, the moveable 
boom offering facilities for both short and long course swimming training and competition. 
Currently county standard swimmers, who wish to train in a 50 metre pool, have to travel 
as far as Coventry or Loughborough.  

Fitness income £269,860 
One of the major factors with the new pool will to maximise the income from health and 
fitness. The pool will have a 70-station fitness studio, dance studio and health suite. 
Current pool health & fitness income is relatively low with less then £2,000 per fitness 
station. Where demand exceeds supply fitness stations are expected to generate up to 
£5,000 per station. Estimates for the new fitness facilities assume an income of £2,680 
per station and an overall income from fitness and dance being £269,860. A review of the 
current fitness services is being carried out, looking in depth at memberships, pricing, 
programming and customer service. It will be essential that retention is high. The 
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business plan requires the appointment of a fitness manager and marketing/sales person 
shared with the fitness facilities at Lodge Park Sports Centre.  

A soft market testing has been undertaken to gauge interest in franchising the fitness 
facilities, however most of the larger company’s preference is to equip the fitness 
facilities and then enter into an income share arrangement, the percentage being 
dependant on the length of contract and the level of investment required. The Council will 
still be required to manage and staff the fitness facilities.  

Secondary Income £58,360  

The new pool will have catering and vending. Catering income is based on an average 
spend per visitor, assumed to be £0.20p per visit. Marketing testing to assess the best 
method of catering service is to be undertaken. Sales income is based on an average 
spend per visitor, assumed to be £0.15p per visit. 

Health suite Income £45,330 
An increase of 65% on existing usage is projected for this activity. 

Miscellaneous Income £17,080 
This covers loyalty card and adhoc income to the pool. 

Business Plan Summary – Expenditure 
Salaries and Wages £944,200 
The largest single item of expenditure in the business plan is staffing costs. Staffing 
structures have been developed and costed from a zero base based on present salary 
levels. The out come of the Single Status review could further affect staffing costs. 

The new facilities require an additional 21 full-time equivalent staff covering day-to-day 
management, supervising the pools, operating the crèche, reception and fitness facilities.  

Premises £492,900 
Utilities costs, covering gas, electricity and water charges have been estimated with the 
advice of specialist consultants from White Young Green. Tariffs reflect current prices, 
but given the volatile state of the market for gas and electricity, they may require further 
adjusted with expected price reductions. Whilst costs are considerably higher then 
present, the new pool benefits by having a sophisticated energy management system. A 
different type of pool water filtration system is being considered that potential will reduce 
water consumption and energy/chemical costs per annum by a further £30,000. 

National Non Domestic Rates (NNDR) for the new pool has been calculated on advice 
from the District Valuations Office. However now the designs have been finalised a more 
accurate costing is being sought. 

Supplies and Services £84,000 
Supplies and services costs have been developed from known costs for the existing pool 
facilities with adjustments made for scale. A marketing budget equating to 1.6% of 
income has been included. Set up costs for the new pool is estimated at £50,000 in the 
first operational year 

Support Charges £22,740 
Support charges are based on existing charges set for 2007/08. 

Other - Depreciation and Sinking Fund Costs 
Depreciation – A depreciation level has not been built into the costings at this stage, as 
there is no net impact to the Council’s bottom line. These are usually based on a straight-
line depreciation of 60 years at current costs being an average life expectancy for the 
building asset.  
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Sinking Fund – no funds have been included. However in order to ensure the facility is 
maintained properly, within the first five years it will be appropriate to undertake a   ‘whole 
of life’ analysis. From such an analysis, probable major costs can be forecast and annual 
contributions can be accrued in either a sinking fund to be drawn upon when required or 
capital funds if available. 

 

£ 
Existing Pool 

2007/2008 

New Pool 

2009/10 
Difference 

EXPENDITURE £ £ £ 
Employees 439,810 913,660 504,390 
Premises – General 203,180 492,900 289,720 
Transport      500 1,500 1,000 
Supplies and Services 64,430 84,000 19,570 
Support Services 22,740 22,740 0 
Capital Financing N/A N/A  
TOTAL EXPENDITURE 730,660 1,545,340 814,680 

INCOME 350,260 910,250 563,400 

NET SUBSIDY 380,400 631,680 251,280 
 

2.2 Management Options 
The report to committee in March 2006 highlighted the potential to further review its 
future management options should financial or performance factors significantly change 
from those indicated within.  

This is clearly now the case due to a number of factors; 

(i) The estimated utility costs have increased considerably over the past 12 months 
increasing the required subsidy by a further estimated £50,000. 

(ii) The business plan for the 50 metre pool requires a net subsidy of £631,680, 
£251,280 above the net subsidy requirement for the existing pool.  The Medium 
Term Financial Strategy includes this increase in net subsidy. 

(iii) There is a risk in relation to VAT recovery in relation to the capital expenditure on 
the new pool, as detailed in the financial implications section. 

Trust Option 
The Committee report in March 2006 compared the tax advantages of an NPDO (see 
Appendix), the possible private sector advantages and tax advantages of the Hybrid 
option (see Appendix) against the existing In-House operation. Details are set out in 
appendices.  

Full recovery of all VAT could be ensured by opting to put the new pool into a Trust. 
Consideration will also be required as whether this option will include Lodge Park Sports 
Centre.  

 
 

Options Compared – Financial 

 (i) In-House (ii) NPDO (iii)  (iv) NPDO 
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£ New Pool LPSC 

Income (913,660) (1,005,030)¹ (531,870) (585,060)¹ 

Expenditure² 1,522,600 1,492,600 629,560 622,270 

 Est profit/head³ 
office support 

 

- 

 

74,630 

 

- 

 

31,110 

Net deficit 631,680 562,200 127,050 68,320 

Annual savings   
in comparison to 

in house 

 

- 

 

(69,480) 

 

- 

 

(58,730) 

One off set up 
costs 

50,000 175,000 Nil 75,000 

 

¹VAT income saving estimated at 10% on in house until more accurate assessment can 
be undertake 

²These figures do not include capital costs 

³Based on 5% of total expenditure 

Business & Risk Analysis, In-House and Trust 
PMP were previously instructed to analysis the three possible delivery options, exploring 
the key advantages and disadvantages pertaining to each one, and identify in their view 
the best option. 

PMP undertook an analysis of the Risk Factors associated with the three options 
including, building condition, operational performance, market demands, Potential tax 
advantages, income not materialising, increased staffing costs and reduced influence or 
control by the Council. 

The report concluded that the In House option has lower risk values on both likelihood 
and impact, but highlighted this does mean that all risks remain with the Council. The 
Council if remaining with the In-House option will need to provide any additional finance 
towards covering under performance, but equally will benefit financially from over 
performance.  With the NPDO and the Hybrid, some of the risks such as operational 
costs and income can be transferred. The level of transfer will be dependant on the ability 
of the operator to cover any downturn.  

In all options, the Council will retain responsibility and risk for any building works. 

PMP concluded that the In House team cannot compete against the savings generated 
by either the NPDO or the Hybrid options due to the potential NNDR and VAT savings, 
but acknowledge there is a risk that these tax advantages could be withdrawn and this is 
more likely in the Hybrid option. 

PMP also acknowledge that the existing House team provides a good service and 
performs well and the Council in making its decision needs to consider other factors, 
other then financial such as quality of service, risk factor and control and decide which of 
these are the greatest priority to the Council. 

The PMP report in paragraph 5.6 states; 

“ In considering the way forward the significant financial advantages of the NPDO or 
Hybrid route should be considered and if the Council are comfortable with the risk of 
potentially losing these advantages our recommendation is to undertake a procurement 
process inviting bids from NPDO’s or Hybrid NPDO’s. It may also enable the In-House 
team to bid for the contract, if the Council feels this is important”. 
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PMP suggests the Council should, if considering a contract, agree a length of contract 
between 5 – 10 years, structural work remains with Council, and agree a position on 
participation targets, Quest, and pricing. 

Their recommendation is to proceed with the NPDO option, as this would retain the key 
performance of the In-House but bring forward financial advantages. 

PMP recommended that the Council transfer its new swimming pool and Lodge Park 
Sports Centre into a Trust (NPDO) and allow the In-House team to tender for the contract 
in order to gain the savings on rates and income tax. As they have detailed, this may 
have risks associated with changes in legislation however these are recognised as low at 
present.  

3. Options to be considered (if any) 
This report and previous reports covers the management options that the Council can 
consider. The increase in capital and revenue implications requires further consideration 
of the options for the management of the new pool as outlined in the report.   If the Trust 
option is now considered a more viable option, the inclusion of Lodge park Sports Centre 
will also need considering. 

4. Issues to be taken into account:- 
Policy Priorities 
The report outlines a number of the policies issues that will require further approval by 
the One Corby Policy Committee over the next 18 months.  

Financial 
The Business Plan as set out in this report shows a subsidy for the first full year of 
operation (2009/10) of around £632k (excluding capital charges). This has been 
calculated on a 2007/08 price base and compares to the subsidy to the current 25m pool 
of £380k (excl. capital charges). This therefore requires an initial increase in subsidy of 
£252k, which has been accommodated within the updated Medium Term Financial 
Strategy being presented to this Committee in July. 

The creation of a Trust to manage the facility would incur a one-off cost of around £125k.  

The ongoing revenue savings available if going down a trust route are set out in the body 
of the report, and amount to £69k per annum for the pool and £58k for lodge park Sports 
Centre. 

Value Added Tax (VAT) 

VAT is a complex area. Officers have previously highlighted a potential impact, but 
believed that it would not materialize. An updated understanding of the likely phasing of 
expenditure in relation to both the Pool and other capital projects such as the Civic Hub 
has resulted in a situation where there is now a risk that there may be an impact. 

The Council is able to recover all of the VAT incurred on expenditure provided that it 
stays below the “partial exemption” limit of 5%. The calculation of the position against this 
limit involves working out what percentage of our overall VAT incurred relates to “exempt” 
activity, i.e. activity where there is no VAT added to the charge. Swimming Pools involve 
a significant proportion of exempt activity, and from the Business Plan projections this 
proportion amounts to 21.36% for the new facility. 

Due to the significant amount of capital expenditure involved in the construction of the 
pool, there is risk that the Council may exceed the overall partial exemption limit in 
2008/09. The projected overall exempt percentage is only slightly below the limit of 5%.  

There is a risk that the limit may be slightly exceeded. If this materialises then VAT of 
around £0.5m may be irrecoverable. Officers believe that this risk can be mitigated by 
close monitoring and correction of capital cash flows. 
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The setting up of a Trust to operate the new pool, as described fully in the body of the 
report, would guarantee that the Council avoid any irrecoverable VAT. 

Legal 
If an NPDO is preferred, considerable legal support, resources and funding will be 
required as detailed under financial implications.  

Performance Information 
The report provides comparable measures to assist in evaluating the future performance 
of the two leisure facilities. 

Best Value 
This report follows up the Council’s Best Value Leisure Report that recommended the 
intention to review the best management option for leisure facilities. 

Human Rights 
Any transfer of service will consider the latest Transfer of Undertaking Legislation (TUPE) 

Equalities 
The scheme promotes equalities and good practise and its objectives is to reach and 
engage with a wider diversity of people.  

Community Safety 
None. 

5. Conclusion 
Potentially transferring the new pool facility into a trust will reduce the annual running 
costs by an estimated £69,480. In the first year set up costs for the trust and setting up 
the operation of the pool will reduce this by £175,000.  Including Lodge Park Sports 
Centre within the trust will reduce estimated yearly running costs by £58,730, one off set 
up costs are estimated at £75,000.  

With these facilities being two of the Council’s most expensive capital assets the decision   
to transfer one or both into Trust will need very careful consideration by the Council. Most 
importantly will be to determine how beneficial this will be in delivering the best service to 
residents. The Council will only have maximum 20% voting rights on the Management 
Board, therefore will have limited control.  

Another factor in considering the Trust option is that a grant will probably cover a five 
year contract, this will need to be agreed for before the new pool has been opened, 
therefore not allowing for actual income and expenditure to factored into the required 
level of subsidy.  Another option would be to review the In-house operation after the first 
two years to assess achievement against the business plan and then consider the Trust 
option if necessary. 

If the preferred option is to transfer to a Trust, this will need to be progressed very quickly 
and external expertise will need to be procured as soon as possible. A Trust will need to 
be in place in plenty of time before the New Swimming Pool opens, preferably 6-9 
months. 
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6. Recommendations 
That the Council considers further the options of either In-House or NPDO for the future 
management of the New Pool.    

(i) Including Lodge Park Sports Centre within a Trust will also need considering. 

 
Background Papers 
PMP Report 
Committee reports 
Strategic Leisure Report 
List of Appendices 
Appendix 1- Description of what NPDO and Hybrid are.  

Wards 
All 

Officer to Contact 
Chris Stephenson Head of Service Community and Culture (Ext 4041) 


