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Executive Summary 

CultureNL Ltd and NL Leisure Ltd presently deliver a range of services – at arms-length – on 

behalf of North Lanarkshire Council. Both organisations were subject to ALEO service reviews 

between September 2016 and February 2017, and were found to be performing well against 

the Council’s expectations and service outcomes.   

Continuing financial challenges and requirements to transform public services are however 

expected to adversely reduce the level of funding available for sports, leisure and cultural 

services going forward. To that end, the Policy & Resources Committee (June 2017) instructed 

officers to identify the impact an integrated sport, culture and leisure services delivery model 

could have on the Council’s longer-term cost effectiveness and business planning 

arrangements. 

Mindful of the Office of the Scottish Charities Regulator (“OSCR”) “Who’s in Charge” Guidance 

(2011), a multi-agency and multi-disciplinary Review Group examined various aspects of each 

ALEO’s business and key activities to identify scope for an integrated delivery model to reduce 

costs and/or achieve service synergies and economies of scale. 

The group identified there is scope for financial and non-financial benefits to be gained from 

moving to an integrated culture, sports and leisure delivery vehicle. However, achieving these 

benefits will require the Council, in the short-term, to commit additional resources – financial 

and time-related. Focussing initially on financial resources and the envisaged scenario, annual 

savings of £0.496m are estimated. Achieving these will result in estimated one-off costs of 

£1.683m, and committee are requested, as appropriate, to consider these and the funding 

thereof through the Council’s Change Management Fund as part of its decision-making 

process.  

In line with that identified nationally, moving to an integrated model for culture, leisure and 

sport, appears better placed to deliver joined up working with the Council, its community 

planning partners and the Scottish Government. This creates scope for increased engagement 

on the Health & Wellbeing and Prevention Agendas, and in combining this with targeted 

marketing and programming, creates opportunities to improve customer participation levels 

across a range of activities, enhancing the delivery vehicle’s contributions to the health, 

wellbeing and socially inclusive ambitions.  

A change of this magnitude does give rise to a number of risks, and to assist members in 
making a fully informed decision regarding the future delivery of culture, sport and leisure, key 
risks are detailed within the report. 

 

 

 



 

 
Recommendations 

Members are asked to: 

1. Note the review group’s findings indicate an integrated sport, culture and leisure 
services delivery model could positively impact the Council’s longer-term cost 
effectiveness and business planning arrangements; 

 
2. Consider the feedback received from CultureNL Ltd and NL Leisure Ltd, detailed in 

Appendix 3 to this report, when determining whether to move to integrated delivery 
arrangements; 
 

3. As appropriate, instruct the Chief Executive to request that CultureNL Ltd and NL 
Leisure Ltd work together to produce an integration plan to create a single delivery 
vehicle effective from April 2019. This integration plan, and associated communication 
and engagement plan, to be available for consideration by the Policy & Resources 
Committee in December 2018; and 
 

4. As appropriate, agree that support for the initial integration costs will be funded through 
the Council’s Change Management Fund, with the exact value determinable once 
further detail regarding staffing implications and service transition are known. 

 
 

 

Supporting Documents 
 
Council business      
plan to 2020 
 

The ALEO Review Programme contributes directly to the following 
Business Plan Actions within the theme of Improving the Council’s 
resource base:  

 Rationalise our approach to managing resources across the 
Council and external bodies in a systematic manner that 
includes communities, partners and commercial enterprises in 
the solutions; and  

 Ensure our ALEOs and trusts achieve value for money. 

 

Appendix 1 
 

Estimated Financial Implications 

Appendix 2 
   
Appendix 3 

Summary of existing Business Planning contributions 
 
Board of Directors’ feedback  
  

Appendix 4 Factors influencing organisation to be retained 

 
Appendix 5  Risk Assessment 
  



 

1. Background 
 
1.1 NL Leisure Ltd was established by the Council in September 2006 to maintain and 

manage sports and leisure facilities within the Council area on its behalf. NL Leisure Ltd, 
a company limited by guarantee with charitable status, is also a wholly owned 
subsidiary of North Lanarkshire Council. The Board of Directors is responsible for the 
organisation’s governance, and consists of 6 Council appointed Directors and 7 
Independent Directors. All Director Appointments except the Trade Union Director 
require to be approved by the Council. For financial year 2017-18, the Council’s 
approved revenue and capital spend in respect of NL Leisure Ltd totalled £8.270m and 
£0.599m respectively.  

 
1.2 CultureNL Ltd was established by the Council in April 2013 to manage and develop a 

wide range of cultural, community and leisure facilities within the Council area on its 
behalf. CultureNL Ltd is also a wholly owned subsidiary of North Lanarkshire Council, 
and like NL Leisure Ltd, is a company limited by guarantee with charitable status. Its 
Articles of Association regulate CultureNL Ltd may have 4 categories of Director, with a 
maximum of 13 individual Directors made up of 6 Council appointed Directors and 7 
Independent Directors. The Board of Directors is responsible for the organisation’s 
governance, and again the majority of Director Appointments are ultimately approved by 
the Council. For financial year 2017-18, the Council’s approved revenue and capital 
spend in respect of CultureNL Ltd was £12.856m and £2.111m respectively.  
 

1.3 In establishing CultureNL Ltd as a stand-alone entity, the former Learning and Leisure 
Services Committee (September 2011) assessed a range of potential delivery options, 
including a vehicle encompassing both sport and culture. The single delivery vehicle 
option was dismissed then as the timescale required to create the single entity could 
have compromised delivery of the non-domestic rates saving (£0.800m) budgeted for 
financial year 2012-13. Furthermore, the dissolution of the existing ALEO (NL Leisure 
Ltd) during the transitional phase could have negatively impacted the existing business 
focus and service delivery performance. An additional stand-alone delivery vehicle was 
also assessed, at that time, as the best opportunity to achieve an increased focus on 
culture.   

 
1.4 The Council revised its oversight of and relationships with its arms-length external 

organisations during 2015-16, with the ALEO Partnership Unit and ALEOs & External 
Bodies Monitoring Sub-Committee tasked with periodically reviewing all arms-length 
bodies to ensure they represent Best Value and remain the best service delivery option 
for the Council going forward.  
 

1.5 CultureNL Ltd and NL Leisure Ltd service reviews took place between September 2016 
and February 2017. Both organisations were found to be performing well against their 
required service outcomes, successfully delivering services, initiatives and programmes 
in support of the Council’s priority outcomes and expectations, achieving their specific 
charitable purposes and, generally attracting high levels of customer satisfaction.  
 

1.6  The service reviews and inherent option appraisal also identified however that 
continuing financial challenges and government drives to revolutionise the way public 
services are delivered were likely to adversely reduce the level of funding available to 
both organisations going forward which, for financial year 2017-18 totalled £21.126m 
and £2.710m for revenue and capital respectively. In considering this alongside existing 
overlaps in areas such as pitch letting, catering, dance and events, the Policy & 
Resources Committee (June 2017) instructed officers to examine the impact which 
integrated sport, culture and leisure services delivery could have on the Council’s 
longer-term cost effectiveness and business planning arrangements.  

 

 



 

2. Report 
 
Review Group Findings 
 
2.1 A Review Working Group consisting of representatives from key Council functions 

(ALEO Partnership Unit, Financial Solutions, Education Youth & Communities, ICT and 
Legal) and the Chief Officers and senior Finance Officers from CultureNL Ltd and NL 
Leisure Ltd was established to take forward the Policy & Resources Committee 
recommendations.    

 
2.2 The Review Group and a range of specialist sub-groups examined various aspects of 

each ALEO’s business including financial information, contractual obligations, critical 
ICT systems, employment Terms & Conditions, service level agreements (SLAs) and 
key activities looking for opportunities for an integrated delivery model to reduce costs 
and/or achieve service synergies and economies of scale.  

 
2.3 Throughout the review, Council officers remained mindful of the Office of the Scottish 

Charities Regulator (“OSCR”) “Who’s in Charge” Guidance (2011), and in particular the 
requirement for charities’ governance and decision-making to be visibly independent 
from its funders or shareholders. The Review Group’s findings therefore make no 
recommendations in respect of a potential organisational structure, pay model, 
governance arrangements, or transition plan required by an integrated delivery vehicle, 
as it is fully understood the integrated entity itself would need to consider and develop 
these – to ensure compliance with OSCR - were such a model to be approved by the 
Council and both existing Boards of Directors. 

 
2.4 Focussing initially on cost reduction opportunities, the review group estimate that 

creating a single management team and maximising the mix of service level 
agreements and self-delivery could see an integrated delivery model achieve annual 
savings of £0.777m on existing operational costs. In determining these savings and the 
impact on the Council financial position however, it is also necessary to recognise the 
potential reduction in Council SLA income. To that end, Appendix 1 illustrates the 
Council could realise net annual savings of around £0.496m from moving to an 
integrated sports, leisure and cultural delivery model. A scan of the national horizon 
highlights integrated delivery vehicles also benefit from a joint sport/culture membership, 
targeted marketing and events, but this report makes no financial allowance for these 
potential growth areas. 

 
2.5 Potential cost reductions aside, the Council also needs to maximise use of its assets 

and partnership working arrangements if it is to deliver the ambition outlined within the 
We Aspire report for inclusive growth and prosperity for the people and communities of 
North Lanarkshire. In progressing this assessment therefore, the Review Group 
considered existing support for the Council’s business planning priorities and future 
Ambitions.  

 
2.6 The Review Group used SWOT analysis (strengths, weaknesses, opportunities and 

threats), risk rating and option appraisal techniques to identify the impact which 
individual ALEOs and an integrated delivery model could have on the collective ambition 
for the Council. Both ALEOs engaged in all aspects of this process.  

 
2.7 Focussing initially on support for the existing Business Plan to 2020, it is clear from the 

service reviews and performance monitoring reports which are routinely considered by 
the ALEO’s & External Bodies Monitoring Sub-Committee that CultureNL Ltd and NL 
Leisure Ltd have been effective partners for the Council. These oversight arrangements, 
when considered together, confirm these bodies collectively input to 19 of the current 
(26) business plan actions, and this is summarised graphically within Appendix 2.  

 



 

2.8 The Council’s Future Organisational Ambitions programme, whilst still aligned to the 
priorities outlined in the Business Plan to 2020, illustrates however that transformational 
change and strategic but radical solutions are now required for the Council to be able to 
reduce costs whilst maintaining inclusive services for the communities of North 
Lanarkshire.  

 
2.9 The national landscape illustrates Council areas such as Highland, Perth & Kinross, 

Argyll & Bute and Angus have recently moved to integrated culture, sport, learning and 

leisure service delivery, citing opportunities for better joined up working with the Council, 

its community planning partners and the Scottish Government as the primary benefit. 

Similar themes were also identified for the North Lanarkshire context through the SWOT 

analysis, with feedback from the various engagement mechanisms noting the following 

initial opportunities could be realised from an integrated delivery vehicle: 

 A single point of contact for the North Lanarkshire Partnership and other local and 

national agencies/partners enhances the Council’s ability to more effectively tackle 

inequalities and deliver the Local Outcome Improvement Plan (LOIP) ;  

 Increased collective opportunities for engagement in the Health & Wellbeing and 

Prevention agendas to build on the success of programmes such as Move More; 

 Removal of real and perceived competition and/or service overlaps/duplication 

between the existing organisations, particularly around catering, pitch 

letting/management, dance and events; 

 Targeted marketing and programming creates scope to generate additional income 

and improve customer participation levels across the wide spectrum of activity, 

which again has scope to enhance the delivery vehicle’s contributions to the health, 

wellbeing and socially inclusive ambitions;  

 One Board of Directors facilitates one vision and approach regarding service 

prioritisation; 

 Property rationalisation and/or community transfer decisions would be aligned with 

the Council’s development of the modern community hub model, and the ambition 

to design service delivery around the shared needs of education, economy and 

community;  

 Economies of scale could be realised through increased critical mass, combined 

purchasing power and shared support functions; 

 Combined commercial and marketing skills creates improved opportunities to 

generate increased levels of income from promoting the Council as an area of 

choice for large scale events;  

 Arm’s length status would be retained, enabling the delivery vehicle to continue to 

operate independently of the Council to secure tax efficiencies, improve access to 

external funding and provide a focused culture, sport and leisure offering to the 

people of North Lanarkshire; 

 Career development opportunities for employees. 

2.10 A strategic review of the Council’s Business Plan to 2020 is currently underway to 

capture the Council’s longer-term Ambitions programme. Whilst the review group has 

clearly considered the future organisational Ambitions programme in finalising this 

report, they have been unable to fully align their findings to the revised Strategic 

Business Plan, as this will not be available for Committee consideration until December 

2018. It is known from the We Aspire report and the work undertaken to date on the 

Business Plan refresh that the 5 corporate priorities considered throughout this review 

process are proposed to remain unchanged.  

 

 



 

The Way Forward 

2.11 The review identifies there are financial and non-financial benefits to be gained from 

moving to an integrated culture, sports and leisure delivery vehicle. To that end, and if 

determined as appropriate by Committee, the Chief Executive and Managing Director of 

CultureNL Ltd and NL Leisure Ltd, along with their respective Boards of Directors, 

should be requested to produce an integration plan, and associated communication and 

engagement plan, capable of resulting in a single delivery vehicle effective, ideally, from 

1st April 2019. 

 2.12 Remaining fully mindful of OSCR requirements and each Board of Directors’ 

governance responsibilities, both entities have been engaged throughout the review 

process. Both Boards have had opportunity to comment on the proposed 

recommendations and their feedback regarding this is outlined within Appendix 3 for 

member consideration. Such feedback confirms both organisations are willing and able 

to transition to an integrated sport, culture and leisure services delivery vehicle, should 

such be determined as appropriate by Committee. 

2.13 In the event of integrated arrangements being approved by the Council and both Boards 
of Directors, the most effective way to move forward would be to create a Shadow 
Board of Directors to design and implement arrangements that satisfy the Council’s 
requirements and also maximise the use of their charitable resources. To assist both 
entities to take this matter forward, the integration plan must aim to: 

 Create a single delivery vehicle and management team in respect of sport, leisure 
and culture services; 

 Create one Board of Directors, with an option for one commercial trading company, 

with opportunities available to all existing Directors to be involved in each; 

 Protect front-line service delivery; 

 Deliver the minimum financial savings of £0.5m identified within this report; 

 Consider any funding consequences associated with the Council’s challenging 

financial settlement;  

 Minimise disruption to existing service delivery during the transition phase. 

2.14 To achieve integrated delivery arrangements and continue to benefit from charities rates 
relief, one organisation must effectively “absorb” the business and assets of the other.  
With both organisations performing well against the Council’s existing expectations, and 
no current requirement to amalgamate existing ICT provision, there is no obvious 
solution regarding which entity should be retained. Committee therefore needs to 
consider whether to identify the entity to be retained or delegate that decision to the 
Shadow Board who would then be free to design and implement the transfer of business 
in a way which delivers the principles outlined above and minimises the perception of 
one entity being “taken over” by the other. 

2.15 To assist members in considering this, and working on the premise that all parties 
require the move to integrated delivery to minimise service disruption, employee 
uncertainty, cost and risk, Appendix 4 summarises the factors which are typically 
considered in decisions of this nature. Given CultureNL Ltd and NL Leisure Ltd possess 
the detailed knowledge behind these factors, delegation to the Shadow Board is 
considered to be the most likely mechanism for delivering a sustainable way forward.  

  

 
3. Equality and Diversity 

3.1 Fairer Scotland 

3.1.1 The intention underpinning The Fairer Scotland Duty is to reduce the inequalities of 
outcome caused by socio-economic disadvantage. Socio-economic disadvantage is 
defined as “living on a low income compared to others in Scotland, with little or no 
accumulated wealth, leading to greater material deprivation, restricting the ability to 
access basic goods and services”. 



 

3.1.2  The guidance also asserts that socio-economic disadvantage can be experienced by (a) 
communities of place - people who are bound together because of where they reside, 
work or visit, and (b) communities of interest - groups of people who share an identity, 
experience, or one or more of the protected characteristics listed in the Equality Act 
2010. 

3.1.3  The Fairer Scotland Duty is intended to reduce the inequalities of outcomes caused by 
socio-economic disadvantage. Inequalities of outcome mean any measurable 
differences between those who have experienced social-economic disadvantage and 
the rest of the population. 

3.1.4  The statutory focus of The Fairer Scotland Duty is on strategic decision making and, as 
such, the proposals outlined in this report require to be considered under the Duty. The 
Fairer Scotland assessment process will therefore need to be carried out alongside the 
development, as appropriate, of the integration plan referenced within recommendation 
number 3.  

3.2 Equality Impact Assessment 

3.2.1 Equality Impact Assessments will be carried out in line with Council Policy and The 
Fairer Scotland Duty assessment process noted above. 

 

4. Implications 
 
4.1 Financial Impact 

4.1.1 Appendix 1 illustrates the findings of the specialist Finance sub-group, which was 
chaired by a representative of the Council’s Section 95 Officer, and included 
professional representation from both CultureNL Ltd and NL Leisure Ltd.  

 
4.1.2 The group’s findings illustrate that the most significant savings likely to arise from 

moving to an integrated delivery model relate to reducing duplication in management 
and support posts within the functions of Finance, HR, ICT and marketing. This marginal 
reduction in staffing levels is capable of delivering employee savings of £0.5m. 

 
4.1.3 Employing the most cost-effective mix of SLA and in-house support service delivery 

could also see an integrated vehicle save around £0.207m in areas such as payroll 
processing, property maintenance and audit. However, doing so would reduce the 
support required from Council services, and to reflect the impact of this, potential loss of 
SLA income of £0.167m is included within the financial estimates. 

 
4.1.4 Amalgamation of ICT systems was initially expected to be costly and problematic. 

However, for a one-off fee of £0.065m and recurring cost of £0.020m, the Scottish Wide 
Area Network (SWAN) can be used to connect the existing networks. This therefore 
reduces the requirement to manage wide-scale ICT changes, facilitates continuity of 
existing ICT provision and ensures, at a time of expanding Universal Credit, no changes 
to provision of the Public Access Computing Network (PAC). 

4.1.5 Good use of existing Frameworks by CultureNL Ltd and NL Leisure Ltd leads to minimal 
obvious procurement/contract synergies at this stage, with £0.050m assessed as 
available from this. Worthy of note however is the positive impact integrated delivery 
could have on the overall irrecoverable VAT position. 

 
4.1.6 The Council’s statutory finance officer has also confirmed an integrated delivery model, 

whilst positively impacting the Council’s governance, oversight and elected member 
appointments processes, would not compromise its Following the Public Pound 
obligations.   

 



 

4.1.7 In line with the Council’s long-term planning approach, potential one-off costs are 
presented over 3 scenarios to represent the optimistic, envisaged and pessimistic 
positions. With existing ICT provision capable of continuing post-integration, the largest 
element of one-off costs likely to arise are the potential redundancy costs associated 
with removing areas of duplication. Appendix 1 illustrates these range from £0.906m for 
the optimistic position to £2.120m for the pessimistic position.  

 
4.1.8 Focussing on the envisaged scenario and taking savings and one-off costs together, the 

Council perspective illustrates recurring savings of £0.496m can be achieved, at a one-
off cost of £1.683m. The “payback” period for the envisaged position is therefore 3.39 
years or 3 years and 4 months. In acknowledging there is scope for one-off costs to be 
significantly higher or lower than that envisaged, “payback” periods could range from as 
little as 2.07 years to as much as 4.72 years. 

 
4.1.9 Members are requested to consider these financial implications, the integration 

synergies outlined in paragraph 2.9, and feedback received from both organisations in 
determining whether or not to instigate an integrated solution for sport, leisure and 
cultural services. Members are also requested to consider, should this be appropriate, 
the level of Council support to be made available to CultureNL Ltd and NL Leisure Ltd to 
implement the integration plan.   

   
4.2 HR/Policy/Legislative Impact 

HR Considerations 

4.2.1 The specialist HR sub-group, which included professional representation from the 
Council, CultureNL Ltd and NL Leisure Ltd operated within the spirit of OSCR as 
referenced in paragraph 2.3 above so did not examine exact employee numbers per 
pay grade. The Group instead documented employee details per contract type 
(permanent, fixed contract, casual, self-employed) and used this to compare each 
organisation’s employment Terms and Conditions.  

 
4.2.2 This analysis determined CultureNL Ltd and NL Leisure Ltd have different Job 

Evaluation Schemes, Pay and Grading Structures, Pension Contributions, employment 
policies and terms and conditions of employment. CultureNL Ltd operates a pay model 
akin to that used within the Council, but NL Leisure Ltd continue to operate the revised 
pay and grading structure and Terms and Conditions approved by their Board of 
Directors during 2014. The HR sub-group reviewed these varying matters but a further, 
fuller review would be required as part of an integration process.  

 
4.2.3 It is acknowledged that the differing terms and conditions of employment to be inherited 

by an integrated delivery vehicle could affect industrial relations, but it is anticipated this 
would be managed by the organisation through the recognised Trade Unions being fully 
informed and consulted, as appropriate, in relation to any matters which arose. 

 
4.2.4 Employer pension contributions for a merged entity are likely to be re-assessed by the 

Strathclyde Pension Fund (SPFO). In recognising 2018-19 contributions are set at 
20.7% and 19.3% for CultureNL Ltd and NL Leisure Ltd respectively, there is scope for 
the pension liability of the merged entity to increase or decrease from current levels by 
approx. £0.100m.  

     
4.2.5 Moving to an integrated delivery model would give rise to a relevant transfer in terms of 

the Transfer of Undertakings (Protection of Employment) Regulations 2006 (‘the TUPE 
Regulations’), with transferring staff’s terms and conditions protected. The organisations 
are aware of their TUPE Regulations obligations, with both experienced in transferring 
employees into and out of their respective organisations. 

 



 

4.2.6 It is known and accepted from previous experience of rationalisations that the remaining 
employer is unable to harmonise terms and conditions of employment unless this is for 
an economic, technical or organisational reason entailing changes in the workforce, 
provided that there is agreement to the variation or the terms of the employees’ 
contracts permit a variation. 

 
4.2.7 In the event of a relevant transfer, both organisations will prepare for and be supported 

in any such transfer in terms of agreed action, information, consultation and 
communication plans. 

 
4.2.8 There are obligations under the Trade Union & Labour Relations (Consolidation) Act 

1992 (‘TULRA’) to collectively consult in relation to any potential redundancies, 
depending on the numbers of staff potentially affected. It is acknowledged that a move 
to integrated delivery will give rise to staff duplication in some management and support 
posts, with the £0.5m saving largely reflecting an envisaged reduction in these posts. If 
the decision of Committee is to formally instigate integration proceedings, the Council 
will work with all entities to ensure they fully engage with their Trade Unions in the event 
of collective redundancies being contemplated. 

 
4.2.9 In addition to any such appropriate collective consultation, individual consultation will 

need to be undertaken and the terms of the appropriate Redundancy Policy, including 
redeployment, adhered to.  

Legal Considerations 

4.2.10 For the integrated vehicle to continue to benefit from charitable rates relief, the business 
and assets of one of these charities will require to transfer to the other, and paragraph 
2.15 above illustrates delegating this decision to the Shadow Board appears most likely 
to deliver the Council’s specified integration principles, minimise disruption for 
employees, suppliers and customers, and crucially, minimises the perception of one 
entity being “taken over” by the other.   

 
4.2.11 The existing Boards of Directors have responsibility for each charity’s governance, 

strategy and administration, and this must be borne in mind when considering integrated 
arrangements. The most effective way to achieve integrated delivery is to create a 
Shadow Board of Directors, made up of an equal number of directors from each 
company, with specified Terms of Reference relating solely to the integration process. 
Selection of the Shadow Board members would be made by existing Boards of 
Directors of both companies with appropriate authority being delegated by the Boards to 
the Shadow Board members.  

 
4.2.12 Given business will continue as usual during the integration process, existing Boards of 

Directors for both companies will remain in post, delivering against their current 
business plans and Council expectations, until the process completes.  On completion 
of the integration process, the Shadow Board would become the Board of Directors of 
the integrated delivery vehicle subject to the requirements of the revised Articles of 
Association and OSCR consent. 

  
4.3 Environmental Impact 

4.3.1 There are no environmental impacts requiring member consideration at this time. 
  
4.4 Risk Impact 

4.4.1 All relevant benefits, risks and uncertainties likely to arise from the Council reviewing 
and potentially revising existing delivery arrangements were examined in detail during 
the review process, with particular focus given to risks as part of the option appraisal 
stage of the process, held in this instance during February 2018. Both ALEOs were 
represented at this workshop by officers and Directors.  



 

 
4.4.2 In assessing the risks of moving to an integrated delivery model, participants referenced 

a standard Risk Assessment Tool to consider, capture and score risks in the context of 
Service Delivery, Finance, HR, Legal and Reputational risk to determine how well the 
option could satisfy the key strategic goal of “minimising future risk to the Council.”  

 
4.4.3 The detailed risk assessment, illustrated in Appendix 5, highlights moving to an 

integrated delivery model for sports, leisure and culture carries Moderate risk for the 
Council. To ensure this risk is minimised, the Council will need to provide significant 
support to the entities during the transition, were such to be approved. Key points 
worthy of highlight regarding risks include: 

Service Delivery 

 Redeploying headquarters, managerial and support staff to complete the integration 

activity in a short timeframe is considered likely to impact their ability to maintain 

service delivery, focus and culture still required during the integration process. 

Similarly, fulfilling Shadow Board responsibilities may create capacity/availability 

issues for existing Directors; 

 Integrated arrangements could be protracted should a clash of corporate cultures 

come to the forefront; 

 Frontline service delivery is less likely to be disrupted as existing ICT arrangements 

– particularly important for CultureNL Ltd customers using Library PCs - can 

continue to be used by an integrated entity through the creation of a SWAN 

(Scottish Wide Area Network) connection between separate ICT networks.   

Financial Considerations 

 In forming their view of potential financial risk in February 2018, the Group 

acknowledged there was a risk of up to £2.7m of an integrated delivery vehicle not 

being entitled to obtain the full rates relief associated with the properties previously 

managed by the “transferring” organisation; 

 The Council sought clarification from the Scottish Government regarding this, with 

response formally received in May 2018. This response confirms existing ALEOs 

with charitable status will continue to receive business rates relief going forward 

regardless of any corporate structuring decisions taken by the Council regarding 

those ALEOs. To that end, moving to integrated delivery does not in itself create any 

rates relief detriment for the Council or its delivery vehicle; 

 The exact one-off costs of moving to an integrated delivery solution are largely 

dependent upon the structure, pay/grading model employed and revised SPFO 

pension contribution rate. Whilst the financial implications detailed in 4.1 above 

identify the envisaged scenario is appropriate for planning purposes, the other 

scenarios illustrate that savings and costs likely to arise from integration are 

dependent upon the policy and operational decisions taken by the integrated 

vehicle, hence higher or lower costs could materialise.  
 

HR Risks 

 Section 4.2 above highlights that moving to integrated delivery has scope to 
generate a range of HR issues, which may lead to low staff morale, reduced staffing 
levels, employee relations issues and loss of expertise or specialisms. 

 
Legal Risks 

 Delivering an integrated solution would require a legal process to integrate the 
companies, with a number of documents, such as the Memorandum and Articles of 
Associations, OSCR registration and the associated tax implications also needing to 
be revised and finalised. This may create unexpected complex legal considerations. 

 
 



 

Reputational Risk 

 Though the existing brands of both entities could be retained going forward, there is 
scope for public confusion and/or concern regarding the winding-up and apparent 
"disappearance" of one of these entities, whether that be NL Leisure Ltd or 
CultureNL Ltd; 

 A Council decision to move to integrated delivery for culture, sport and leisure has 
scope to generate press interest and/or lead to reputational risk given the Council’s 
previous considerations of combined culture and leisure services.  

 
 

 

5. Measures of success 

 
5.1 The Council has sufficient information available to enable it to determine whether an 

integrated delivery model can provide cost savings and create scope for the Council to 
ensure all statutory responsibilities regarding sport, leisure and culture can continue to 
be delivered in a sustainable way going forward in line with the Council’s Ambitions 
programme. 

 
 

 

    
 
Business Relationship Manager Head of Education (South) 



Appendix 1 
Estimated Financial Implications – Integrated Sports, Leisure and Cultural Services 

 
 

Incremental (Cost)/ 

saving for merged 

entity

Incremental (Cost)/ 

saving for NLC

Net Incremental 

(Cost)/ saving  

for "Group"

Incremental 

(Cost)/ saving 

for merged 

entity

Potential Financial Savings £ £ £ Finance Sub-Group View/Comments/ Issues/ Risks £

Employee cost savings 500,000 500,000 Indicative only; Based on removing net 8 similar management/support posts 500,000

VAT 12,000 12,000 As modelled by specialists engaged - Deloitte 12,000

Economies of scale/ Synergies/ areas of duplications 50,000 (114,000) (64,000) Finance Sub-group findings 50,000

Other;

External Audit 8,000 8,000 Indicative only; based on synergies identified in similar restructures 8,000

Property Rationalisation Not quantified 0 Opportunities appear to exist but not quantified at this stage

Self Delivery v SLA 207,000 (167,000) 40,000 High level estimates; assumes "cost-effective" mix adopted 207,000

Estimated saving/ (cost) to merged entity and "Group" 777,000 (281,000) 496,000 777,000

Potential One-off Costs
Envisaged Optimistic Pessimistic Envisaged One 

Off Costs

Potential redundancy costs re areas of duplication and SLA delivery (1,512,750) (906,000) (2,119,500)
Estimates: Optimistic and Pessimistic are based on estimates from both entities, and 

Envisaged is based on average of estimates
(1,512,750)

VAT Advice & Rebranding (5,000) (5,000) (5,000) Assumes current branding be retained where possible (5,000)

Other Specialist & Legal advice (100,000) (50,000) (150,000)
LBTT advice, assigning leases, novating contracts etc., as based on previous NLC 

approvals.
(100,000)

Capital Investment (65,000) (65,000) (65,000) One-off fee to enable ICT networks to be maintained and linked (65,000)

Total One-off costs (1,682,750) (1,026,000) (2,339,500) (1,682,750)

Simple payback (years) 3.39 2.07 4.72 2.17
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Appendix 3 
Board of Directors’ Feedback 

NL Leisure Ltd Feedback - Draft Review Findings 

The service review report considered initially by the Council’s ALEO’s & External Bodies Monitoring 
Committee (February 2017) concluded the charity has, since incorporation in 2006, demonstrated a 
willingness and ability to amend its service delivery to incorporate additional facilities and service 
delivery requirements.  

The company positively engaged in all aspects of the Council review, and have for example, used 
the service review findings to inform their recently revised customer engagement approach. With the 
service review also identifying overlaps existed within pitch letting, catering services at sports 
facilities, dance classes/workshops and events for example, NL Leisure agreed to collaborate with 
CultureNL in the first instance to address these areas of overlap to ensure customers have clear and 
easy access to frontline services in the future. 

NL Leisure officers were key members of the Review Group and its specialist sub-groups, with both 
officers and Directors represented at the option appraisal workshop on 19 February 2018. NL Leisure 
submitted details of the strengths, weaknesses, opportunities and threats associated with both 
delivery options, concluding for a merged entity: 

 It creates opportunity to better align policy and strategy across duplicated functional areas to 
better meet shared service principles and needs; 

 In comparing with the option to collaborate and/or relocate services within separate 
organisations, a single delivery model better enables improved synergies with the Council’s 
business plan and Ambitions. NL Leisure quoted by way of example, the apparent move 
towards sport, culture and education being delivered through super modern and multi-user 
responsive school and community hubs;   

 The impact of future management fee reductions on frontline service delivery can be 
mitigated through rationalising facilities and services, whilst ensuring an operational 
presence is maintained in all geographical areas; 

 The larger and wider delivery model will improve employee career and progression 
opportunities; and,  

 There will be immediate realisable performance gains within the Council’s Statutory 
Performance Indicators, through accurately capturing activity from both Culture and Sport. 

 
Whilst NL Leisure accepts mergers are not without risk or cost, the combination of previous 
experience within all organisations, plus robust transition arrangements should facilitate successful 
integration were such to be instigated by the Council. To that end, the NL Leisure Board considered 
the Review Group’s draft findings and agreed an integrated vehicle is more likely to assist the 
Council, in the financially challenging times which are ahead, to ensure delivery and sustainability of 
statutory sport, leisure and culture services going forward.  

The Board are willing and able to direct the transition within the challenging timeframe outlined, but 
envisage a necessity for the Council to provide guidance and direction regarding the integration 
process. The Board acknowledged integration will be determined on the basis of the key influencing 
factors illustrated within the report, and look forward to receiving further guidance in respect of this 
from the Council.     
 
CultureNL Ltd Feedback - Draft Review Findings 

CultureNL successfully delivers a range of quality services to the people of North Lanarkshire and 
beyond, attracting over 300,000 visits to museums, over 1,000,000 users to community facilities, 
over 1,200,000 customers to libraries and over 200,000 people to arts and entertainment events and 
activities each year.  
 
Should North Lanarkshire Council be minded to create an integrated Sport, Culture and Leisure 
Services ALEO, CultureNL is willing and able to direct the ALEO through its transition phase. 
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Board of Directors’ Feedback 

A financially stable and robust organisation, in operation since April 2013, CultureNL has since 
inception embraced change and has worked corporately and collaboratively, with and for, North 
Lanarkshire Council with over £1 million worth of service level agreements in place with NLC, for 
both receipt and delivery of services.  Fully embracing the Council’s ASPIRE programme and 
Ambitions statements, CultureNL has established a diverse network of external partners such as 
National Theatre of Scotland, Scottish Opera, MacMillan Cancer Care and Dementia Friends and 
works with such partners on a variety of creative projects. 
  
Having developed a strong reserve and healthy cash flow, CultureNL generates a significant level of 
income each year, including over £1.4 million in external funding, annually reducing the dependence 
on the management fee from the Council and securing all required efficiency savings year on year. 
  
With a record for securing transformational change over the past 5 years, CultureNL has undertaken 
a number of evidence based service reviews to develop more efficient services whilst realising a 
number of creative and commercial successes especially relating to catering, events and 
wedding/function delivery with increased income and attendance across the diverse range of 
services recognised each year. 
  
CultureNL delivers a number of statutory functions on behalf of the Council including public libraries 
(with provision of IT to vulnerable members of the community) and records management , whilst also 
providing residents of North Lanarkshire with a number of highly subsidised or free to access 
services, providing opportunity for equitable access to facilities and cultural activity. 
  
Throughout the review and options appraisal processes CultureNL has asked challenging questions 
relating to evidence base and information presented for consideration.  Such challenge is in the 
interest of ensuring transparent and purposeful dialogue, along with robust governance. 
  
The protection of the charitable activities of each ALEO is imperative and must be sensitively and 
strongly explored.  Substantial concern remains regarding the evolution of a two-tier organisation, 
and any opportunities and costs relating to harmonisation cannot be underestimated.  Equally 
consideration requires to be given, by a Shadow Board, to each of the ALEO’s Trading Companies 
(C.I.C.s) which are not referenced within the report. 
  
CultureNL embraces its responsibility for the management and operation of performance venues, 
arts activity and arts development, community facilities (including letting of school halls and pitches), 
museums, local studies, archives, libraries and information, along with catering, cleaning and 
caretaking associated with these functions and, if delivered through an integrated service, would 
expect to see these services continue to thrive. 
 



Appendix 4 
Factors influencing organisation to be retained 

 

Factor to be considered CultureNL Ltd NL Leisure Ltd 

1. Annual turnover, 2017-18 £18.661m £25.111m 

2. Commercial target, 2017-18 £5.805m £16.842m 

3. Cash-backed reserves as at 31st March 2018 £3.971m £1.116m 

4. Non-employee (contract) spend, 2017-18 £5.8m £10.4m 

5. Number of properties managed on behalf of the Council (as 

detailed below) * 
239 260 

6. Average numbers employed 

 Permanent/Fixed 

 Casual 

 Self-employed 

 
525 

241 

0 

 
607 

248 

150 

7. Aligned with NLC Pay and Grading model and Conditions of 
contract 

Yes No 

8. Included on Redundancy Payments Modification Order No Yes 

9. Number of commercial/tenancy/external/agreements 19 16 

10. Average number of suppliers 620 710 

11. Number of licences and leases 1(excluding ICT): 

 Equipment leases (photocopiers, catering, gym etc.) 

 Performing Rights Society Licences 

 Bar licences 

 

81 

3 

3 

 

30 

5 

1 

12. Customer Implications: 
 Number of Incoming Direct Debits 
 Total attendance in facilities & venues – 2017/18  

 

126 

3.165m 

 

29,500 

5.170m 

Context: ICT Requirement being connected via SWAN: 

 Number of networked sites 

 Public WI-FI 

 Public Access Computing (PAC) terminals 

 Desktops/Laptops 

 

55 

19 

224 

652 

 

19 

17 

0 

263 

 

Context: 

Range of services * 

CultureNL Ltd 

68 community facilities; 

143 school lets;  

19 libraries;  

3 mobile libraries; 

6 accredited museums;   

2 Visit Scotland rated attraction venues; 

3 performance venues;  

13 cafes 

Management & development of NL 
Archives, Museums Collection, 
Community arts, and Records 
Management service 

NL Leisure Ltd 

6 sports centres – dry-side and swimming pools; 

2 (standalone) swimming pools;  

9 dry-side indoor sports facilities;   

2 golf courses (1 with driving range); 

2 outdoor sports facilities;  

1 international BMX track;  

3 Visit Scotland rated attraction venues; 

66 sports pavilions;  

160 pitches;  

12 3G pitches;  

1 Football Stadium  

  

                                                           
1 Property leases are not detailed as there will only be one contractual transfer document prepared, with 
this listing all of the leases being transferred  
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Risk Assessment – Impact of moving to Integrated delivery of culture, sports and leisure services 

 

 

Risk Score Risk Level
What does this 

mean?

3 Moderate
Some disruption but 

not significant

3 Moderate

Reduced staffing 

levels, lower likelihood 

of compulsory 

redundancies, 

industrial relations

3 Moderate

Legal considerations 

particularly Corporate, 

Assets and Contract 

related. 

3 Moderate

Continued &/or 

adverse press 

coverage

Average Risk Score 3 Moderate risk

Capable of delivering strategic goal regarding risk? YES Some impact on achieving goal  of minimising future risk, but requires significant Council support to do so.

Rationale and commentary re risk score awarded for moving to integrated delivery

The score of 3 indicates some disruption, albeit not significant, would be expected from moving to an integrated delivery model as this 

would require redeployment of staff resources, reducing their capacity to continue to deliver "business as usual" operations. Given this is 

likely to relate to headquarters and/or support service expertise, minimal impact is expected on frontline operations.  Other factors 

considered in scoring this risk include: existing companies being experienced in creating and managing transition plans and mitigating 

actions; and ability of the integrated vehicle to retain each entity's existing ICT provision and individual branding.

1

Loss/cost < 1% of 

NLC Net Revenue 

Budget of £734m

In comparing the potential costs associated with initial integration to NLC's annual revenue budget, the level of financial risk is insignificant 

as it represents less than 1% or £7.3m.  Financial risks identified during the appraisal included:

* rates relief (£1.9m for CNL or £2.7m for NLL) could be lost if the Scottish Government do not allow existing charity relief to transfer to 

the merged entity. CONTINUATION OF RELIEF HAS SINCE BEEN CONFIRMED, FURTHER REDUCING THE FINANCIAL RISK

Key Considerations

Insignificant

Service Delivery

Finance

HR

Legal

Reputation

* the associated employer relationship combined with NLL operating different and more favourable pay and grading model/Terms & 

Conditions could increase the likelihood of claims for equal pay arising. Whilst groups of employees would need to present evidence to 

show (generally) men doing similar work were being paid more than women doing the same work, some modelling was undertaken to 

enable the Group to assess the level of risk. Various illustrative scenarios were examined, resulting in figures ranging from £0.1m to £3m 

being identified . Whilst TUPE will apply initially, an integrated entity may in due course harmonise employee terms and conditions where 

such can be evidenced by economic, technical or organisational rationale. This may increase the delivery vehicle's annual running costs.

* Employer pension contributions for an integrated vehicle are likely to be reassessed by the SPFO, and could see the revised entity 

paying around £0.1m more or less than that currently applicable to the individual  organisations. CNL presently pay 20.7% whilst NLL pay 

19.3% hence the variation could be positive or adverse, depending on the level of contribution applicable to an integrated vehicle.

The Finance sub-group findings indicated integration is financially beneficial to the Council, and has an acceptable pay-back period. One-

off costs, presently ranging from £1m to £2.3m are estimated, but would vary up or down depending on the structure approved by the 

revised entity, IT systems chosen, decisions on self-delivery of support vs SLA etc.

Risk score envisages an integrated vehicle will see a reduction in staffing levels, either through the new structure created or some 

employees voluntarily leaving due to uncertainty/morale issues during the transition process. Although TUPE will apply, with employees and 

unions consulted, the varied T&Cs operational in both organisations has scope to lead to a 2-tier workforce, which brings with it a risk of 

poor staff morale and industrial relations.

Integrated delivery will give rise to a variety of legal considerations, particularly around employees, assets and contracts. These are 

considered to be significant in volume rather than complex, with in effect, one organisation being dissolved and absorbed into the other.

Any major change with NLC tends to create press coverage, and variations to 2 NLC-owned organisations is expected to generate interest 

over at least a short period of time. Similar to the comment recorded against the service delivery risk, redeploying staff resources to 

deliver the integration plan could see some "business as usual" focus lost. There is also scope for the press to focus on the apparent 

disappearance of a successful service delivery organisation. 


