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HALO LEISURE SERVICES LIMITED

REPORT OF THE TRUSTEES INCORPORATING STRATEGIC REPORT

for the Year Ended 31 December 2020

The Trustees, who are also Directors of the Charitable Company for the purposes of the Companies Act 20086,
presant thelr report with the consolidated financial statements of the Charltable Company and the Group for
the year ended 31 December 2020. The Trustees have adopted the provisions of the Statement of
Recommended Practice (SORP) (FRS102) ‘Accounting and Reparting by Charities' (effective 1 January 2019).

REFERENCE AND ADMINISTRATIVE DETAILS OF THE CHARITY, ITS TRUSTEES AND ADVISORS

The name of the parent Charitable Company is Halo Leisure Services Limited.

Princlpal and ragistered office:

Telephone:

Website:

Company Reglstration Number:
Charlty Reglstration Number:

Trustees durlng the year under review
and up to the pressnt date;

R J S Curtis [Chairman]
Brigadier R T H Kirby CBE PNB
S Brewster

D M Halpern

N A Sellar [Treasurer]
A Curless

A Cavaghan

K E Bush

W R Hobden

V A Hill

J L Couithurst

L J Hornlk

Chalrman:
Chief Executive:
Company Secretary:

Auditors:

Bankers:

Halo Suppart Centre
Lion Yard

Broad Straet
LEOMINSTER
Herefordshire

HRE 8BT

01568 618980
www.halolelsure.org.uk
04335715 (England and Wales)
1091543

Date of resignation
as Director/Trustee

Date of appointment
as Director/Trustee

21 October 2020

29 July 2020

21 Cctober 2020

R J 8 Curtis
S M Rolfe
J G Huxley

McCabe Ford Wllliams

Chartered Accountants

Statutory Auditors

Bank Chambers, 1 Central Avenue
Sittingboume, Kent ME10 4AE

Natlonal Westminster Bank plc
12 Broad Street

Hereford

HR4 SAH
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HALO LEISURE SERVICES LIMITED

BREPORT OF THE TRUSTEES INCORPORATING STRATEGIC REPORT

for the Year Ended 31 December 2020

REFERENCE AND ADMINISTRATIVE DETAILS OF THE CHARITY, ITS TFIUSTEES AND ADVISOHS
- continued

Solicitors: T.A. Matthews
32-35 Broad Strest
Hereford
HR4 9AR

STRUCTURE, GOVERNANCE AND MANAGEMENT

The Trustees

The Trustess are also the Directors In accordance with the Companies Act 2006. The Board is made up of not
less than 5 and no more than 15 Trustees. Trustees are now required to retire after a term of three years but
may be reappolnted for a further three years to 2 maximum of four consecutive terms of three years. They may
be appointed annually for further terms of one year under exceptional circumstances and with unanimous
rasclution by the Trustess. The Trustees are also members of the Charltable Company which is limlted by
guarantee,

Structure of the Charity

The Board of Trustees meets regularly during the year. An Executive Board has been established with
delegated authority to make dscisions on behalf of the full Board. In addition two sub commitiees have been
established to advise, scrutinise and report to the main Board. Thase are the Workforce Sub-committee and
the Finance, Audit and Compliance Sub-committee. The Boards of the company's two subsidiaries also report
to the main Board as and when required.

A Chief Executive Is appointed by the Trustess to mapage the day to day operations of the Charitable
Company, supported by a Senlor Management Team.

induction and training

All Trustees recelve induction training with regard to the organisation including its powers and objects and the
Charltable Company itself, Regular update and refreshet training Is also provided regarding their role as
Charity Trustees and Charitable Company Trustees,

Organisational structure and decision making process

The Full Board retalhs overall accountabllity for the management of the Charltable Company. It delegates
some responsibility for day-to-day decision making to the Chief Executive and the Senior Management Team,
Committees mast on a regular basls across the year,

Remuneration of Key Management Personnel
Remuneration of Key Management Personnel! is reviewed annually alongside the other employees of the
company by both the Workforce Sub-comimittee and the Finance, Audit and Compliance Sub-committes, with
a recommendation presented to the main Board.

Related parties
The Charitable Company has a close refationship with Herefordshire Council and with Bridgend Gounty
Borough Counell,

The Charitable Company owns 100% of the ordinary issued share capital of Halo Leisure Enterprises Limited.
Halo Leisure Enterprises Limited provides a software system for asset management. The Charitable Company
is also the sole shareholder of Sevem Centre Trust Lid, which Is a reglstered Charily with similar aims and
objects to the Gharltable Company.

Page 2




HALO LEISURE SERVICES LIMITED

REPORT OF THE TRUSTEES INCORPORATING STRATEGIC REPORT
for the Year Ended 31 December 2020

STRUCTURE, GOVERNANCE AND MANAGEMENT - continued

Co-operation with other organisatlons

As a community-based organisation operating in Herefordshire, Bridgend, Shropshire and Wiltshire, Halo
Lelsure Services Limited structures large elements of Its strategic planning and operational service delivery
having duse ragard to partner aims and objectives. Work plans specificatly identlfy how Halo Leisure Services
Limited will contribute to delivering an broader soclal agendas, working with the health, education and
voluntary sectors in addition to local authorities and local businesses.

Risk Assessment
The Charitable Company has developed a comprehensive risk register to identify both the risks it faces and
risk mitigation measures, This document Is reviewad on a regular basis by the Trustees.

OBJECTIVES AND ACTIVITIES
Objectives and aims

. To provide or assist In the provision of facllities for recreation or other leisure time occupation in the
interests of soclal welfare with the intention of improving the conditions of life of those using the facliities;

. To organize events for recreation or leisure time occupation In the interests of soclal welfare with the
objects of improving the conditions of life of those engaging in them;

x To relieve the needs of people who are slderly, sick or who have physical or mental disabillities through
the provision of recreational and leisure fime activities;

= To promote and preserve good health amongst the population through exercise and sport;

. To promote physical education and development amongst pupils and students of schoals, colleges or
establishments for the provision of further or higher education; and

To carry out any other charltable activity subject to the prior written consent of the Charlty Commission for
England and Wales.

Viston and mission
VISION: Creating Healthier Communities

MISSION: To make a sustainable and positive difference 1o the people in our communities by encouraging
physical activity and healthier lifestyle.

Strategic themes

Quarter 1 of the year was all about the 2019-2021 Corporate Business Plan which continued to provide the
direction of travel and strategic framework during 2020 and 2021. As a Social Enterprise, we take our role
within the communlties we serve serlously and see social responsibility at the heart of all we do. Our four
corparate themes are:

1. To provide a Customer Experlence which exceeds expectations and attracts and retains customers in an
increasingly competlitive marketplace.

2. To deliver innovative Products for our customers and partners to encourage healthler lifestyles, drive
revenue and combat competition.

3. Employ and reward People who add value through their skills, knowledge and performance while
delivering a lean workforce fit for future challenges.

4, To operate a financially sustainable organisation which uses commercial principles to drive performance
and achleve our Vislon.
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HALO LEISURE SERVICES LIMITED

REPORT OF THE TRUSTEES INCORPORATING STRATEGIC REPORT
for the Year Ended 31 December 2020

OBJECTIVES AND ACTIVITIES - continued
Strategic themes — continued
Halo's two key themes for 2020 were:

1. Achleving a greater public benefit by working with key partners, stakeholders and funding organisations
to Increase participation in physical activity.
2. Devesloping and expanding the businsss.

2020 got off to a positive start with the company reporting the highest membership sales In its history. The
dellvery of a new bespoke online membership sign up platform was key to this success. Deviation from this
strategic and sales focus was forced upon our business towards the end of March 2020 when the Covid-19
pandemic emerged. Although Q2-Q4 of 2020 can be summed up by the '3 C's’ - Covid, Closures and
Comebacks - as an organlsation with a passion for getting more people more active more often, Hale
celebrated some notable successes during unprecedented and challenging times, highlighted below.,

Further challenges

As well as the centre closures Impased by Covid restrictions, Hereford Leisure Pool was closed for the entire
year due to severe flooding and The Bromyard Centre could not reopen in 2020 duse to vandallsm. This
obviously impacted participation numbers and income,

Public benefit
The Board of Trustees confirm that they have complied with the duty in Section 17(5} of the Charities Act 2011
to have due regard to the Charlty Commission’s general guldance an public benefit,

We have referred to the guidance In the Charity Gommission's general guidance on public benefit when
reviewing our aims and abjectives and in planning our future activities. In particular, the Board of Trustees
conslder how planned activitles will contribute to the aims and objectives they have set.

Based on the vision and themes the following key achlevements wers deliverad.

Under normal circumstances and trading conditions, this section paints a picture of the organisation In
numbers In terms of member base, new joiners, children's codching courses, particlpation, GP referrals, local
residents benefitting from the accessible pricing policy. Given that during 2020 Halo centres were closed for
more than half the year, 192 days as opposed to 173 open, these numbers are not meaningful. In 2020 it was
still ail about the numbers but for a less favourable reason:

n 5 months closed.

4 months restricted opening.

3 months ‘normal’ trading.

Revenue stood at 43% of the annual Budget.

Local Government support amounted to £1ms+.

£2.3m was secured from the Government's job protection furlough scheme.

£350,000 was secured in grants to support operations.

20% savings made on normal overhead spand.

Notwithstanding these challenges, the resillence and flexibllity displayed by our teams, allowsd us to dsliver
some wonderful outcomes (both because of and desplite Covid), which are celebrated below.
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HALO LEISURE SERVICES LIMITED

REPORT OF THE TRUSTEES INCORPORATING STRATEGIC REPORT
for the Year Ended 31 Decemher 2020

STRATEGIC REPORT
ACHIEVEMENTS AND PERFORMANCE

Creating healthier communities — keeping the brand alive through Covid closures and comebacks
For 10 months of 2020, the vast majorlty of communications focused on keeping customers and partners
abreast of what was happening with repeated lockdowns, restricted activities and reopenings. In fact over
4000 messages were issued during this time specifically relating to Covid, Customer confidence building was
key to reassuring centre users that Halo was clean, safe and prepared for thelr retum - advice, guidance,
regular updates, new directlonal signage, video walkthroughs supported this,

When customers couldn't coms to Halo centres, Halo still facllitated their exercise habit by launching
Halo@HOME. This online offer Initially offered hundreds of online on demand workouts, then moved to adding
live streamed classes delivered by Halo instructors, all of which could be done from the safety of the front
room and back garden. Halo also supported home exercise for its members through discounts on home gym
kit, artificial intelligent online coaching/motivation.

The Halo Leisure app was rolled out to al centres to support the new safety measure of pre booking activities.

Creating healthier communitles — through employee health and wellbeing
The main focus for the People team during 2020 was to ensure we supported our teams fully through the
height of the pandemic by:

n Accaessing full wages support through the Government's furlough scheme.

" Continuing to provide wellbeing support and benefits health cash plan schemes with our trusted partner
Woestflald Health.

» Introduced Togetherall, an online digital support package which employaes can access 24/7 which
provides them with digital peer to peer and professional counselling support and a range of leaming
and CPD opportunities.

= Ensured everyone was prepared and ready for thelr return to work In a COVID safe environment
through tralning and development and return to work programmes.

Creating healthier communitles ~ securing external funding to support disadvantaged and hard to
reach groups

Approximalely £12,000 of funding was secured to engage with 16 children aged 5-13 on the Autism Friendly
Swimming programme.

Almost £30,000 worth of funding ensured the continuation of the Mobile Falls Prevention programme. Using
the evidenced based Falls Prevention programme, delivery was taken into community settings such as
sheltered housing complexes, and reduced the likelihood of debliitating falls by an impressive 40%

£8,000 was securad from the National Lottery's Covid-19 top up fund to deliver the cructal community work of
the Feel Good for Life programme which continued to deliver online social and physical activity to those with
dementia, fesling low or lonely and who were at risk of isolation.

Waorking with Digital Communities Wales, over £67,000 of external funding supported the launch of the Digital
Inclusion project which ensured vulnerable groups were not left behind and could continue to get physically
active in the safety and comfort of their own home. The project supported vulnerable people, including those
with complex health conditions and their carers, to stay physically active and stay connected by providing
online opportunities to exercise and soclalise. Devices, Internet access and tralning was provided free of
charge to some of Halo's most vulnerable customers, who may be unable to travel to thelr local leisurs centre,

A successful application to the Climate Change Top-Up fund through the National Lottery resulted in £11,418
to support energy consumption reduction by putting In place energy efficiency measures, namely replacing
the Plate Heat Exchanger at Ogmore Vale Life Centre. The work ls expected to improve the efflclency of the
boilers from 76.2% to 80% and reduce the annual gas consumption by an estimated £1,200 per annum, as
welf as reducing the carbon emisslons by approximatsly 12 tonnes a year.
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HALQ LEISURE SERVICES LIMITED

REPORT OF THE TRUSTEES INCORPORATING STRATEGIC REPORT
for the Year Ended 31 December 2020

" STRATEGIC REPORT - continued
ACHIEVEMENTS AND PERFORMANCE - continued

Creating heaithier communities - where price is a barrler to participation

Our belief that price should never be a barrier to participation saw us deliver approximately 47,886 discounted
sessions throughout the year as a result of our accessible pricing schemes, worth over a million pound of
savings to communlties we serve. 36,877 of our customers are enjoying discounted pricing as part of our
concesslans for Juniors, seniors, people with disabilittes and those individuals and families on low wages and
in recelpt of banefits.

Creating heaithler communilties - through driving quality standards

Halo continues to use QUEST (Quality Award for Sport and Leisure) accreditation scheme as part of ongoing
quality improvement.  Followlng a Quest for Active Communities Direction Review and Improvement
workshops, the 'Excellent' rating for the Halo/Bridgend Gounty Borough Council Healthy Living Partnership
was maintained for 2020.

Creating healthier communities - through Awards and Accolades

We are proud of our Active Communlties team in Bridgend, after claiming the prestigious natlonal Community
Leisure UK Award for Impact through Physlcal Activity for the 'Feel Good for Life' programme. The award was
recagnition for the continued growth of the programme, incorporating more activities and venues, and
supporting more people living with dementla and their carers as wall as those feeling lonely or low. We were
also finalists In the Workforce Development Award and Outstanding Volunteer Award.

2021 The Read to Recovery

Covid-19, Increasing competition, changlng customer requirements, potential economic downtum, funding
restrictions, the fast moving pace of technology and its impact on how people consume leisure are all
challenges Halo and Indeed the sector tace.

Although the sector has an unclear future, the early part of 2021 will be spent preparing for the challenges we
face so we can consolidate and be prepared for 2022.

Our team is looking forward to 2021 which will be the first time In 18 months when all Halo centres wlll be
open and operational.

FUNDRAISING

The Trustess are responsible for ensuring that the charity operates within a responsible, sustainabls flnancial
framework and that it has adequate resources to carry out its role in educating residents in the local
community. While the Trustees may delegate many of the operations of fundralsing to other parts of the
organisation, they retain the responsibility for Inspiring other fundraisers, demonstrating the perceived
importance of fundraising to the organisation, and demonsirating their leadership in this area,

In carrying out fundralsing, the charity adheres to the following standards:

- The Trustaes will have regard to the Charity Commisslon's publication 'Charity Fundralsing' {CC20}.

- Fundraising activities carried out by the charity will comply with all relevant laws.

- Any communications to the public made in the course of carrying out a fundraising activity shall be truthful
and non-deceptive.

- All monies raised via fundraising activities will be for the stated purpose of the appeal and will comply with
the charlty's stated mission and purpose.

- The charlty will corply with GDPR Leglslation in relation to all personal data collected.

- Nobody diractly or indirectly empioyed by or volunteering for the oharlity shall accept commissions, bonuses .
or payments for fundraising activitles.

- No general solicitations shall be undertaken by telephone or door-to-door.”

- Fundraising activities should not be undertaken if they may be detrimental to the good name or community
standing of the charity.

- All Trustees, casual, permanent and contract staff and vaolunteers are responslble for adhering fo these
procedures.

- Fundralsing activities should not be undertaken If they will expose the charity to significant financial risk.

- Complaints will be dealt with in accordance with the Charity Cormmissions guide CC20.
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HALO LEISURE SERVICES LIMITED

REPORT OF THE TRUSTEES INCORPORATING STRATEGIC REPORT
for the Year Ended 31 December 2020

STRATEGIC REPORT - continued

FINANCIAL REVIEW
These accounts represent the sixteenth year of trading for Halo Leisure Services Limited.

2020 has been dominated by COVID19 and the associated restrictions and closures imposed by the
Government as they control the spread of the Virus. This has had a considerable impact on the performance
of the Charitable Company as noted on page 4.

The Board are pleased to note that the relatlonships with Bridgend County Borough Gouncll ts strong and
collaborative and that the relationship with Herefordshire Councll, which has changed following the remaval
of management fees payable by the councll and the signing of 75 year leases over most of the facilities in the
County, remains supportive.

Bridgend County Borough Councll, Shrapshire Gounty Council, Swindon Barough Councll and Highworth
Town Councll hava all put in place open baok COVID support packages which has meant centres have been
financlally supported to break even through the crlsls.

The Charitable Company’s principal financial management policies centre around the need to retain sufficlent
reserves within the business to withstand potential downturns in market conditions and other events as
ldentifted and recorded within the risk asssssment.

The group has returned a deficit of £2,151,472 (2019 £915,210 deficit) before defined benefit pension
remeasurement adjustments for the year ended 31 December 2020.

The Charitable Gompany continues to target expenditure towards maintaining and improving the facilities it
manages so that It continues to meet its obligations, aims and objectives. Albsit on a reduced basis in 2020,

The Charltable Comipany has faced reduced management fees from local authorities in recent years. In
addltion to the direct impact of reduced incomes this has also Increased the costs in the business by reducing
the amount of VAT that can be reclaimed on expenditures.

The challenge has been addressed by a combination of additional cost savings, business expansion and
service development, including modernization of systems and processes driven through Investment leading

to improved sustainabllity and reduction In cost of employment. For example secure access and cashless
systems.

Key factors behind the reported performance of the Charltable Company have been:
1. Operational revenue greatly reduced due to GOVID restrictions
2. Increased Management fee support from Local Authority partners

3. Non-operational revenue boosted by Coranavirus Job Retention Scheme, discretionary grants and a
£750,000 CBILS loan.

4, Staffing restructuring undertaken through the year has led 1o a reduction of 30 full time equivalents
and savings in excess of £500,000. This was achleved through redundancles, the maljority voluntary
with a few compulsory.

5. The value assigned to the liability for defined beneflt penslon plans which, based on calculations
produced by a qualifled actuary, has increased by £6,570,000 during the year.
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HALO LFISURE SERVICES LIMITED

REPORT OF THE TRUSTEES INCORPORATING STRATEGIC REPORT
for the Year Ended 31 December 2020

STHRATEGIC REPORT - continued
FINANCIAL REVIEW

Certain financial key performance Indicators have been applied to assist in the financlal management of the

buslness. These Include:
31.12.20 31.12.19
Net Income / {Expenditure) as a % of Total Income (20.35)% (6.30)%

Staff Costs as a % of Total Resources Expended 62.92% 55.27%

Since the start of the pandemic the main KP! of the business has been n relation to the monitoring of cash
flow.

Reserves policy

Halo Leisure Services Limited s In a relatively favourable cash tlow position as It recelves much of its income
In advance of its expenditure. The Trustees, however, recognise the need for a level of financial reserves
that will shield the Charitable Company from the possibllity of adverse unforeseen circumstances. These
include a number of speclfic risks that have been identifled in the Charitable Company's Risk Register, The
company's reserves policy Is to achieve "a level of reserves sufficient to cover an average of three months
expenditure plus a level of reserves sufficlent to caver any actuarially determined crystalised pension deficit
contribution that may be required.”

The reserves policy suggests a desired level of unrestricted reserves of at least £3.9m. This compares with
current unrestricted reserves, which are in deficit of £1.0m. Reserves have fallen due to the COVID pandemic
and consequent closure of the leisure centres. The trustees will aim to build reserves however this will take
a number of years glven the continuing uncertainty. The Charltable Company also continues to seek
opportunities where it can dellver both social benefit and financlal improvement, and to maintain and improve
cost control and efficiency across the business. The company Is also following advice from the pension fund
managers and the pension scheme actuartes to ensure that the pension scheme Is funded at a rate sufficient
to close any deficits over the next 20 to 25 years.

Reserves In deficit

Before accounting for any liability arising from the Charitable Company’s defined benefit pension scheme
accumulated reserves for the group amounted to £1,422,771 (2019; £2,670,244), including restricted funds
of £2,434,941 (2019: £2,332,534) and unrestricted funds of £1,012,170 deficit (2019: £337,710 surplus).

However after accounting for the Charitable Gompany’s defined benefit pension scheme lability at the year
end of £15,282,000 (2019: £8,712,000) the group has an unrestricted reserve deficit of £16,294,170 {2019:
£8,374,290).

The pension liabillty does not affect the Charitable Company's resources for general application as the
Charitable Company pays pension contributions in line with the rates prescribed by professlonally qualified
actuaries which are calculated to eliminate the pension deficit In the long term. The Trustees are satisfled
that the Charitable Company can meet Its obligations as and when they fall due. Restricted reserves are not
avallable for offset against the deficlt on unrestricted reserves,

The golng concern accounting policy within note 1 sets out the actions belng taken to mitigate risks to the
business as a result of the deficit unrestricted funds position.

PRINCIPAL RISKS AND UNCERTAINTIES

The Trustees maintain a reglster of the key business risks faced by the Charltable Company and seeks to
ensure that appropriate policies are in place to manage, monitor or mitigate those risks.

Much of the Charitable Company's income is recelved as daily cash income where there Is no commitment
for further sales from the customer, whereas Halo has longer term commitments to staff and suppliers.
Although membership income has a longer commitment attached there are no guarantees of renswal. The
varlance belween the timing of Halo's commitments and its customers' commitments Is judged to be the.core
risk that Halo faces.

Page 8




HALO LEISURE SERVICES LIMITED

REPORT OF THE TRUSTEES INCORPORATING STRATEGIC REPORT
for the Year Ended 31 December 2020

STRATEGIC REPORT
FINANCIAL REVIEW — continued

FUTURE PLANS

COVID-19, increasing competition, changing customer requirements, potential economic downturn, funding
restrictions, the fast moving pace of technology and Its impact on how people consume leisure are all
challenges Halo and indeed the sector face.

Although the sector has an unclear future the remainder of 2021 will be spent preparing for the challenges
we face so we can consolidate and be prepared for 2022,

IMPACT OF COVID-19

The outbreak of COVID-19, which has taken place during the year, has resulted In a pandemic causing
extensive disruption across the globe. The UK Government enforced a number of lockdowns of different
durations across England and Wales, resulting In the temporary closure of all leisure establishments including
gyms and leisure centres. The charilable company’s activitles, as with many businesses, have been
negatively impacted. The impact of the new social distancing measures which limit a facility's capacity and
the continued existence of COVID-19 In our soclety, which may have an Impact on the behaviour of the
charitable company's customers, is as of yet unknown. The charltable company has made use of the
available Government schemes, such as the Caronavirus Job Retentlon Schems, and the charitable
company has obtalned a loan of £750k under the government's Goronavirus Business Interruption Loan
Scheme (CBILS).

There is a potential COVID related Business Interruption insurance claim for the 11 sites insured with Hiscox
of £1.3M. :

Dus to the current situation with regards to COVID-19 and the Charitable Company's minimal level of
unrestricted reserves compared with the size of its operations, the Trustees have assessed that these events
and conditions Indicate that a material uncertainty exists that may cast significant doubt on the Charitable
Company’s ability to continue as a going concern.

DISABLED PERSONS

The parent Charitable Company and its subsidiary undertakings' pollcy Is to glve full and fair consideration
to applications for employment by disabled persons, having regard for thelr particular aptitudss and abilities.
Disabled employess receive appropriate training to promote thelr career within the organisation. Employees
who become disabled are retained in their existing posts where possible or retrained for suitable alternatlve
posts.
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L | LIMITED

REPORT OF THE TRUSTEES INCORPORATING STRATEGIC REPORT
for Year Ended 31 mber 2020

STATEMENT OF TRUSTEES’ RESPONSIBILITIES

The Trustees are rasponsible for preparing the Report of the Trustses Incorporating a Strategle Report and
financial statements in accordance with applicable law and United Kingdom Generally Accepted Accounting
Practice, inciuding FRS102 (the financ!al reporiing standard applicable in the UK and R.Q.I).

Company law requires the Trustees to prepare financlal statements for each financlal year which give a true
and fair view of the state of affairs of the Charitable Company and the group and application of resources
including the income and expenditure of the group for that period. In preparing those financlal statements, the
Trustees are required to:

- gelect suitable accounting policies and then apply them consistently;

- observe the methods and the principles In the Charities SORP 2019 (FRS 102)

- make Judgements and estimates that are reasonable and prudent;

- state whether applicable accounting standards have been followed, subject to any materlal departures
oxplained in the financial statements;

- prepare the financial statements on the going concermn basls unless It is inappropriate to presume that the
Charitable Company will continue In business.

The Trustees are responsible for keeping adequate accounting records that are sufficient to show and explain
the Charitable Company’s transactions and disclose with reasonable accuracy at any time the financial position
of the Charitable Company and to enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the Charitable Company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS .

So far as the Trustees are aware, there is no relevant audit information (as defined by Section 418 of the
Companies Act 2006) of which the group's auditers are unaware, and each Trustee has taken ell the steps
that he or she ought to have taken as a trustee in order to make himself or herself aware of any relevant audit
information and to establish that the group’s auditors are aware of that information. '

APPROVAL OF REPORTS

In approving the Report of the Trustees, the Trusiges of the Charltable Company also approve the Strategic
Report in thelr capacity as Diractors.

ON BEHALF OF THE BOARD:

7

J'G Huxisy -r’bl\ecretary .

N A Sellar — Trustee

Date: REph Iudy RoR|
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
HALQ LEISURE SERVICES LIMITED

Opinion

We have audited the consolidated financial statements of Halo Leisure Services Limited Group for the year
ended 31 December 2020 which comprise the Consolidated Statement of Financial Activities, the
Consolidated Balance Sheet, the Company Balance Sheet, the Consolidated Cash Flow Statement and the
related notes, including a summary of significant acceunting policles. The financial reporting framework that
has been applied In their preparation Is applicable law and United Kingdom Accounting Standards {United
Kingdom Generally Accepted Accounting Practice).

In our opinlan the financial statements:
~ give a true and fair view of the state of the group's and of the parent charitable company's affairs as
at 31 December 2020 and of the group’s Incoming resources and application of resources, including
its income and expenditure, for the period then ended;
- have been properly prepared In accordance with United Kingdom Generally Accepted Accounting
Practice applicable to Smaller Entities; and
— have been prepared in accordance with the requirements of the Companies Act 20086.

Basls for oplnion

We conducted our audit in accordance with International Standards on Auditing {UK) {ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described In the Auditors
responsibilities for the audit of the financial statements section of our report. We are independent of the group
and charitable company In accordance with the ethical requirements that are relevant to our audit of the
financlal statements in the UK, Including the FRC's Ethlcal Standard, and we have fulfllled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained
ls sufficient and appropriate to provide a basls for our opinlon.

Material uncertainty related to going concern

We draw attention to note 1 In the financial statements which Indicates that the effacts of the COVID-19
pandemic have had a detrimental Impact on the trading results of the group. As stated in note 1 these avents
or conditions, along with other matters as set forth in note 1 indicate that a material uncertainty exists which
may cast significant doubt on the charitable company's ability to continue as a going concern. Our opinion is
not modified in respect of this matter.

Other Information

The trustees are responsible for the other information. The other information comprises the informatton
Included In the annual report, other than the financial statements and our Report of the Independent Auditors
thereon.

Our opinion on the financlal statements does not cover the other information and we do not express any form
of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibllity is to read the other information and,
In doing o, consider whether the other Information Is materially Inconsisient with the financial statements or
our knowledge obtainad in the audit or otherwise appears to be materially misstated. If, based on the work
we have performed, we conclude that there Is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Opinlon on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken In the course of the audit:
— the Information given in the Report of the Trustees for the financial year for which the financial
statements are prepared Is conslstent with the financial statements; and
- the Report of the Trustees has been prepared in accordance with applicable legal requirements.
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
HALO LEISURE SERVICES LIMITED

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the group and charitable company and thelr environment
obtalned in the course of the audlt we have not ldentified material misstatements in the Report of the
Trustees,

We have nothing to report In respact of the following matters where the Companles Act 2006 requires us to
taport to you If, In our opinion:
— adequate accounting records have not been kept or returns adequate for our audit have not been
raceived from branches not visited by us; or
— the financlal statements are not in agreement with the accounting recards and returns; or
—  cenain disclosures of trustees' remuneration specified by law are not mads; or
—  we have not received all the information and explanations we require for our audit.

Responsibllities of trustees

As explained more fully in the Statement of Trustees Responsibilities, the trustees {who are also the directors
of the charitable company for the purposes of company law) are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view, and for such internal contro!
as the trustees determine is necessary to enable the preparation of financial statements that are free from
matertal misstatement, whether due to fraud or error.

In preparing the financial statements, the trustees are responsibla for assessing the group's and charitable
company's abillty to continue as a going conecern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the trustees either intend to liquidate the charitable
company or to caase operations, or have ne realistic alternative but to do so.

Our responslbilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whols are
free from material misstatement, whether due to fraud or error, and to issus a Report of the Independent
Auditors that includes our opinion. Reasonable assurance is a high level of assurance, but Is not a guarantee
that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement when It
exists. Misstatements can arise from fraud or errot and are considered material If, Individually or In the
aggregate, thay could reasonably be expacted 1o influence the economic declsions of users taken on the
basls of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations, We dasign
procedures in {ine with our responsbllitles, outlined above, to detect material misstatements in respect of
frregularities, Including fraud. The extent to which our procedures are capable of detecting Irregularities,
including fraud is detalled below:

Our approach to identifying and assessing the risks of material misstatement in respect of Irregularities,
including fraud and non-compliance with laws and regulations, was as follows:

+ the engagement partner ensured that the engagement team collectively had the appropriate
competence, capabliities and skllls to identify or recognise non-compllance with applicable laws and
regulations;

+ we identified the laws and regulations applicable to the comparny through discussions with directors
and our experience of the sector;

« we focused on specific laws and regulations which we considered may have a direct material effact
on the financial staternents or the operations of the Group and Charitable Company, including, but
not limited to, the Companies Act 2006, UK tax legislation;

» we assessed the extent of compliance with the laws and regulations identified above through making
enquirles of management; and

» identified laws and regulations were communicated within the audit team regularly and the team
remainad alert to instances of non-compliance throughout the audit.

We assassed the susceptibllity of the Group's and Charltable Company’s financial statements to material
misstatemeant, including obtaining an understanding of how fraud might oceur, by:
+ making enquiries of management as to where they considered there was susceptibility to fraud,
their knowledge of actual, suspected and alleged fraud;
+ considering the Internal controls in place to mitigate risks of fraud and non-compliance with laws
and reguiations.
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF

HALO LEISURE SERVICES LIMITED

To address the risk of fraud through management blas and override of controls, we:

pertormed analytical procedures to identify any unusual or unexpected relationships;

tested Journal entries to identify unusual transactions;

reviewed management contracts where contract variations had arisen;

assessed whether judgements and assumptions made In determining the accounting estimates set
out In note 1 were indicative of potential bias; and

s Investigated the rationale behind significant or unusual transactions.

* & & o

In response to the risk of irregularities and non-compliance with laws and regulations, we designed
procedures which Included, but were not limlted to:

* agresing financtal statement disclosuras to underlying supporting documantation;

+ rsading the minutes of meetings of those charged with governance;

» enquiring of management as to actual and potentlal litigation and claims; and

+ reviewing correspondence with HMRGC and the relevant regulator.

There are inherent limitations in our audit procedures described above. The mare removed that laws and
regulations are from financial transactions, the less likely it Is that we would become aware of non-
compliance. Audlting standards also limlt the audit procedures required to identify non-compliance with laws
and regulatlons to enquiry of the Committee of Management and other management and the inspaction of
regulatory and legal correspondence, if any. Material misstatements that arlse due to fraud can be harder
to dstect than those that arise from error as they may involve deliberate concealment or collusion.

A turther description of our responsibllities for the audit of the financial statements is located on the Financial
Reporting Council's website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our
Report of the independent Auditors.

Use of our report

This report Is made solely to the charitable company's members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006, Qur audit work has been undertaken so that we might state to the
charitable company's members those matters we are required to state to them [n an auditors' report and for
no other purpose. To the fullest extent permitied by law, we do not accept or assume responsibility to anyone
other than the charitable company and the charitable company's members as a body, for our audit work, for
this report, or for the opinions we have formed.

e

Ashiey Phillips FCCA (Senior Statutory Audltor)
for and on behalf of McCabe Ford Williams
Statutory Auditors and

Chartered Accountants

Bank Chambers

1 Central Avenue

SITTINGBOURNE

Kent

ME10 4AE

Date: X Sapbomde~ RoR|
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HALO LEISURE SERVICES LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL ACTIVITIES

(Incorporating_a consolidated Income and Expenditure Account and

Statement of Other Comprehensive Income)

{or the Year Ended 31 December 2020

Unrestricted Restricted FRS 102 5.28 Total Funds Total Funds
Funds Funds Unrestricted Year to Year to
Funds 31.12.2020 31.12.2019
NOTE : £ £ £ £ £
INCOME
Donations and legacles 3 - 2,488,821 - 2,488,821 223,332
Income from charitable acliviiios:
Operation of Lelsure sites 4 7,817,043 59,717 - 7,877,660 14,068,287
Income from ofher frading activities:
Commerclal frading operations 5 204,279 - - 204,279 235,317
hvestment Income ‘ 6 610 - - 610 4,110
TOTAL INCOME 8,022,832 2,548,538 - 10,571,370 14,522,046
EXPENDITURE
Coss of raising funds:
Commercial trading operations 5 113,704 - - 113,784 144,866
Expendifure on charftable acthvities:
Leisure activities 1 9,258,927 2,446,131 904,000 12,609,058 15,292,390
TOTAL EXPENDITURE 9,372,711 2,446,131 904,000 12,722,842 15,437,266
NET (EXPENDITURE) / INCOME
BEFORE TAXATION AND (1,349,879) 102,407 {904,000) {2,151,472) (915,210)
TRANSFERS
TAXATION
Taxation on trading profit - - - -
BGROSS TRANSFERS BETWEEN A 3 3 _
FUNDS )
NET INCOME BEFORE ACTUARIAL
(LOSSES)/GAINS UNDER FRS102 (1,349,879) 102,407 {904,000) {2,181,472) (915,210)
OTHER RECOGNISED GAINS AND
LOSSES
Remeasursmerils on defined benefit
pensfon schemes 26 - - (5,666,000 (5,666,000 (1,977,000)
NET INCOME / (EXPENDITYURE) (1,348,879) 102,407 (6,570,000) (7,817,472) (2,892,210)
FUNDS BROUGHT FORWARD 337,710 2,332,534 (8,712,000 {6,041,756) {3,149,546)
FUNDS CARRIED FORWARD {1,012,169) 2,434,941 (15,262,000) {13,859,228) {6,041,756)

All of the above resuits are derived from continuing activities, The group has no other racognised gains and losses other

than those stated above.

The notes form part of these financlal statements
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GCompany Registered number: 04335715

HALO L EISURE SERVICES LI D ' Registerad Charity number: 1091543
CONSOLIDATED BALANCE SHEET
31 December
311220 311219
Notes i £ £ £
FIXED ASSETS o
Intangible assets 13 30,031 31,509
Tangible assets 14 14,367,970 15,032,500
14,398,001 15,064,009

CURRENT ASSETS
Stocks 16 - 34,583 34,583
Debtors 17 733,681 563,085
Gash at bank and in hand 1,933,068 1,355,344

2,702,232 1,953,022
CREDITORS .
Amounts falling due within one year 18 2,818,183 : 2,511,673
NET GURRENT LIABILITIES (215,951) (569,651)
TOTAL ASSETS LESS CURRENT
L\ABILITIES . 14,182,050 14,505,358
CREDITORS
Amounts falling due after more than
one year ) 19 (12,603,812) (11,680,647)
DEFERRED INCOME 23 (155,466) (154,467)
NET ASSETS BEFORE PENSION LIABILITY 1:422g7?_2 228701244
PENSION LIABILITY 26 15,282,000 8,712,000
FUNDS
Unrestricted income funds 24 {16,294,169) (8,985,077)
Unrestricted designated funds 24 - 610,787
Restricted funds 24 2,434,941 2,332,534
TOTAL FUNDS 24 (13,859,228) (6,041,758)

1,422,772 2,670,244

e Sl

N A Sellar - Trustee

Date: R&L B Iuhk RoA

The notes form part of these financial statéments
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Company Registered number: 04335715
LO LEISURE SE LIMITE Registered Charity number: 1091543

COMPANY BALANCE SHEET
31 December 2020

31.12.20 31.12.19
Notes B £ £ £
FIXED ASSETS
Intangible assets 13 17,172 8,563
Tangible assets 14 12,254,850 ‘ 12,854,217
Investments 15 —_— 1
12,272,023 12,862,781
CURRENT ASSETS
Stocks 16 34,583 34,583
Debtors 17 847,977 773,371
Cash at bank and in hand - 1,754,776 1,112,151
2,637,336 1,920,105
CREDITORS
Amounis falling due within one year 18 2,837,915 2,446 468
NET CURRENT L1ABILITIES (200,579) (526,363)
TOTAL ASSETS LESS CURRENT
LIABILITIES . 12,071,434 12,336,418
CREDITORS _
Amounts falling due after more than 19 {12,603,812) (11,680,647)
one year .
DEFERRED INCOME 23 (155,466) (154,467)
NET ASSETS BEFORE PENSION LIABILITY (687.834) 501,304
PENSION LIABILITY 26 15,282,000 8,712,000
FUNDS
Unrestricted income funds 24 (16,298,410) {8,988,807)
Unrestricted designated funds 24 - 610,787
Rastricted funds 24 328,576 167,324
TOTAL FUNDS 24 {15,969,834) (8,210,696)
687.834 501,304

ON BEHALF OF THE BOARD:

1i
.
<
..........................................

N A Sellar - Trustee

...........

J'G Huxley " Company Secratary

Date: QR th Tuwly RoR|

The notes form part of these financial statdments
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HALO LEISURE SERVICES LIMITED

CONSOLIDATED CASH FLOW STATEMENT

for the Year Ended 31 December 2020

Notes
Cash flows from operating activitles
Cash generated from operatlons 1
Interest paid :
Interest recelved

Net cash from operating activities

Cash flows from Investing activities
Purchase of intangible fixed assets

Purchase of tangible fixed assets

Cash donated to group on business combination
Proceeds from fixed asset disposal

Interest received

Net cash from investing actlvitias

Cash flows from financing actlvities

New finance lease agreements in year

New bank loan

Hire purchase repayments In year

Interest element of hire purchase and lease payments

Net cash from financing activities

Change in cash and cash equivalents in the reporting perlod

Cash and cash equivalents at the
beginning of the reporting period

Cash and cash equlvalents at the 2
end of tha reporting period

Year to
81.12.20
g

297,548
(610)
296,938

Vv —

(17,730)
(88,225)

610

(105,345)

19,430
750,000
(221,695)
(160,704)

387,031

578,624
1,355,344

1,933,968

The notes form part of these flnancial statements
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Year to
31.12.19
£
1,609,700

]4,110!

1,605,590

(26,833)
(179,211)

4,110

(201,934)

(298,755)
(580,747)

{879,502)

524,154

831,190

1,355,344




HALO LEISURE SERVICES LIMITED

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
for the Year Ended 31 December 2020

1. RECONCILIATION OF NET MOVEMENT IN FUNDS TO NET CASH INFLOW FROM OPERATING

ACTIVITIES
Year to Year to
31.12.20 31.12.19
£ £
Net movement In funds {7,817,472) (2,892,210)
Actuarial {gains)/iosses on defined benefit pension schemes 5,666,000 1,977,000
Interest element of hire purchaseffinance lease payments 543,108 580,747
Depreclation/amortisation charges 771,964 834,959
(Profityloss on disposal - -
Decrease In stocks - 6,066
Decrease/{increase) in debtors {170,586) 89,496
Increase/(Decrease) In creditors 399,540 211,097
Release of deferred capital grants (22,789) {25,386)
Newly deferred capital grants 23,788 22,930
Difference between pension charge, including finance costs, and cash
contributions 904,000 805,000
Net cash inflow from operating activitles 297,648 1,609,700
2, ANALYSIS OF CASH AND CASH EQUIVALENTS
Year to Year to
31.12.20 31.12.19
£ £
Cash In hand and at bank 1,933,968 1,355,344
Total cash and cash equivalents 1,933,968 1,355,344
3. ANALYSIS OF CHANGES IN NET DEBT
31.12.2019 Cash Non-Cash Changes 31.12.2020
Flows
New Finance Other
Leases / Bank non-cash
Loans changes
Cash in hand & 1,355,344 578,624 - - 1,933,968
bank
Debt due within (378,693) 35,086 (25,000) {17,055) (385,662)
one year
Debt due greater  (11,680,647) 347,313 (744,430  (526,048) (12,603,812
than one year
(10,703,996) 961,023 {769,430) {543,103) {11,055,506)

The notes form part of these financial statemenis
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HALO LEISURE SERVICES LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the Year Ended 31 December 2020

1. ACCOUNTING POLICIES

Basls of preparing the financial statements

The financial statements of the charitable company, which Is a public benefit entity under FRS 102,
have besn prepared in accordance with the Charities SORP (FRS 102) ‘Accounting and Reporting by
Charities: Statement of Recommended Practice applicable to charlties preparing their accounts In
accordance with the provisions of FRS 102 (effective 1 January 2019)', Financial Reporting Standard
102 'The Financial Reporting Standard applicable in the UK and Republic of Ireland' and the
Companies Act 2006. There were no materfal departures from that standard,

The significant accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all years presented unless otherwise stated.

Going concern

The outbreak of COVID-19 in 2020 has resulted in a pandemic causing extensive disruption across
the globe, The COVID-19 pandemic has developed raplidly In 2020. The resulting impact of the
virus on the operations of the group and charitable company and measures taken by varlous
governments to contain the virus have negatively affected the group and charltable company's
results in the current financial year. The currently known impacts of COVID-19 on the group and
charltable company are:

* A slgnificant reduction in income from March 2020 to date.

» The closura of all leisure facilities in the Unlted Kingdom by the various governments
perlodically throughout the year from March 2020,

* Areduction in income compared to previous years when open due to the measures that are
required to ensure our facllities are COVID secure. The required measuras limit the services
offered and capacity of leisure sitas,

* These developments have resulted in a significant operating loss for the group.

The full extent of the impact of COVID-19 on the group and charltable company are stlll unknown,
including:

* The impact of changes In customers’ behaviour and confidence levels as a resuli of the
continued existence of the pandemic in our soclety is currently unknown, and if customaers
do notreturn to sites as anticlpated this will have a significant impact on revenue generation.

+ The government continues to Implement measures to limit the spread of the virus although
we are now on a reapening roadmap that should lift all restrictions in the 2™ half of 2021,

* The impact of new variants of the virus on government pollcy and the vaccination program
are uncertain.

In response to these matters, the group and charitable company have taken the following mitigating
actions:

* We have taken and continue to take advantage of the Coronavirus Job Retention Scheme
(CJRS).

«  We have received £750k financial support from our bankers via the Coronavirus Business
Interruption Loan Scheme (CBILS). The loan is secured against the assets of Halo Lelsure
Services Limited and the Severn Centre Lelsure Trust which have pledged their assets with
the agreement of thelr Boards.

*  We were In recelipt of grants for some of our sites from the Coronavirus Retall, Hospitality
and Lelsure Grant Fund.

*  Wa have taken advantage of the deferral of the March 2020 VAT liability which is now due
to be paid in instalments from March 2021,

* Wae have negotlated an instalment arrangement with HM Revenue & Customs for the
payment of PAYE llabilities,

*+ Wae are negotiating payment holidays on rent, loan and utility liabilities and have secured
advanced funding from key partners,

* Facilities are cashless. ’
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HALO LEISURE SERVICES LIMITED

1.

NOTES TO THE CONSCLIDATED FINANCIAL STATEMENTS - contlnued
for the Year Ended 31 December 2020

ACCOUNTING POLICIES - continued
Going concern - continued

» We have successfully negotiated with our local authority partners financial support packages
across a large part of the business for the closure perlod.

*  Wae contlnue to work with our local authority partners to secure further financial support for
the re-opening period and beyond

*  Woae have established across all of our contracts a minimum viable offering of services from
re-opening.

*  Woe have not re-opened facilities that under current circumstanges would not be viable,

* We have put new hyglene measures Iin place at our gyms, pools and fitness classes in line
with coranavirus regulations.

+ Al visits to our facilities must be booked.

Looking towards post GOVID recovery:

* Revenue forecasted to recover to pre-pandemic levels by Aprll 2022. This means the current
{dune 2021) P&L forecast for the year ending 31st December 2021 is a delicit of £1.2M.

»  Staff reorganisations during 2020 and lower operating costs during closure periods have led to
a reduced costbasea in 2021.

¢ Both Hereford Leisure Pool and The Bromyard Cenire reopened after extensive insurance
funded (flooding & vandalism) refurblshments.

*« There Is a potential COVID related Business Interruption Insurance claim for the 11 sites
insured with Hiscox of £1.3M.

* Local Authority support packages extended to at least September 2021, Including Repalrs and
Renewals investment.

Group and charitable company cash flow forecasts have been produced and are based on the
original forecasts for the foreseeable future prepared prior to the arrival of COVID-19, adjusted for
the Impact of the lockdown perlod and measuras that have baen put in place in readiness for re-
opening. The key assumptions regarding revenue are based on the current expectations when
varlous facilities can re-open and when the varlous activities can resume and the level of usage
that can be achleved over the period cavered by the forecast, determined as a proportion of historic
usage achleved. Usage forecasts have been based on the independent UK Active report on the
leisure sector ‘COVID-19 Impact Report’ and data particular to our facilities. Management have
carried out an extensive review of the underlying cost base of the business and have factored in
changes and restructuring that are likely to be implemented as a result in the impact of GOVID-19
on the business which have been reflected in the forecasts. The forecasts Include the level of
financing that has already been agreed and do not include any other grants/financing for which an
application has been made but for which the outcome is uncertain, Any capital expenditure of a
non-urgent nature has been delayed until a point where the economic conditions may be more
certaln. These forecasts Indicate that the group and charitable company will remain within the
group’s financing facilities for the foreseeable future and will be able to meet thelr financial
obligations as they fall due. However, In the current climate, it is extremely difficult to arrive at
rellable expectations on which to base assumptions, If the key assumptions are not achlevad as a
result of the uncertainties noted abovs, this may cast deubt on the group and charitable company's
abllity to continue to operate.

Although it Is not certain that these efforts will be successful, the Board of Trustees has determined
that the actions that It has taken mitlgate the uncertainties and has therefore prepared the financlal
reporting on a going concern basls.

However, there are material uncertainties related to the events and conditions set cut above that,
together with the group's limited unresiricted reserve positlon in comparison to the size of its
operations, may cast significant doubt upon the group and charitable company's ability to continue
as a golng concern and therefore whether the group and charitable company wlll realise their assets
and seltle their liabilities in the ordinary course of business at the amounts recorded in the financial
statements,
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HALO LEISURE SERVICES LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

ACCOUNTING POLICIES - contlnued

Functlonai currency and presentation currency
The group's functional currency is British Pound Sterling (GBP), which is also the presentatlon currency
for the group. The financial statements are thersfore presented in British Pound Sterling.

Funds ‘
Unrestricted funds are avallable for use at the discretion of the trustess in furtherance of the general
objectives of the charity and which have not been deslgnated for other purposes.

Restricted funds are funds which are to be used In accordance with specific restrictions imposed by
donors or which have been raised by the charity for particular purposes. The cost of ralsing and
administering such funds are charged agalnst the specific fund. The aim and use of each restricted fund
is set out in the notes to the financial statements.

Investment income, gains and losses are allocated to the appropriate fund,

Income recognition
Items of income are recognised and included in the accounts when all of the following criteria are met;
i.  the Charitable Company has entitlement to the funds;
il.  anyperformance condltions attached to the items of income have been met or are fully
within the control of the Charitable Company;
iil.  there is sufficient certainty that receipt of the Income is considered probable; and
v, the amount can be measured reliably.

Income represents net sales of goods and services, excluding Value Added Tax and discounts to
customers and management fees. Income received In respsct of future events has been deferred and
will be released when the event is complete or over the perlod to which the income relates. Membership
Income Is deferred over the period of membership.

Management fee

The managemenit fee Is unrestricted funding which is available for use at the discretion of the Trustess
In furtherance of the general objectives of the Charitable Company. Income recelved for capital
expenditure is treated as deferred income and is credited to the Statement of Financial Actlvities by
instalments over the expected useful economic life of the related asset on a basls consistent with the
depraciation policy.

Expenditure recognltion

Liabflities are recognised as expenditure as soon as there is a legal or constructive obligation commitiing
the charity to that expenditure, it Is probable that a transfer of economic beneflts will be required in
settlemient and the amount of the obligation can be measured reliably. Expenditure is accounted for on
an accruals basls and has been classified under headings that aggregate alf cost refated to the category.
Where costs cannot be directly attributed to particufar headings they have been aliocated to activities on
a basis consistent with the use of resources.

Support costs

Support costs are those that assist the work of the Charltable Company but do not directly represent
charitable actlvitios and include office costs, governance costs, and administrative payroll costs. They
are incurred directly in support of expenditure on the objects of the Charilable Company and include
project management carried out at Headquariers, Where support costs canndt be directly atiributed to
particular headings they have been allocated to cost of raising funds and expenditure on charitable
activities on a basis consistent with use of the resources.

Irrecoverable VAT

Given the nature of the Charitable Gompany's activitles it altracts exempt supplies, which results in the
Charitable Gompany falling under the partlal exemption scheme. Input VAT is fully recovered on taxable
supplies, together with a proportion of non attributable input VAT. Irrecoverable VAT is written off to the
Statement of Financial Activities.
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HALO LEISURE SERVICES LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ~ continued
for the Year Endad 31 December 2020

1. ACCOUNTING POLICIES - continued

Tanglble fixed assets
Individual fixed assets costing £2,000 or more are capitalised at cost and are depreciated over thelr
estimated useful economic lives.

in respect of leases held over the leisure facillties, capitalised when deemed to be finance leases due to
their duration, cost Is determined on the basis of the net present value of minimum lease payments
calculated in accordance with the Charitable Company's incremental borrowing rate.

Depreciation Is provided at the following annual rates In order to write off each asset over its estimated
useful life or, if held under a finance lease, over the lease term, whichever is the shorter.

Freehold Properiy - 2% on cost

Leasshold Property - over remakning term of iease

Improvements to Property - over remalning term of leass

Plant and Machinery - stralght line over 10 yaars, 15% on cost

Fixtures and Fittings - straight line over 5 years, 16% on cost

Fithess Equipment - straight line over 5 years and siraight line over 3 years
Computer Equipment - straight line over 3 years

Intangible fixed assets

Amortisation Is provided at the following annual rate in order to wrlte off the asset over its estimated
useful life or, If held under a finance leass, over the lease term, whichever is the shorter.

Computer Software - straight line over 3 or 5 years

Stocks
Stocks have been valued at the lower of cost and estimated selling price less costs to sell, after making -
due allowance for obsolste and slow moving items.

Group financial statements

The financial statements consolidate the results of the Charitable Company and its wholly owned
subsldiaries Halo Leisure Enterprises Limited and Severn Centre Trust Ltd on a line by line basis. A
separate Statement of Financial Activities and Income and Expenditure Account is not presented for the
Charitable Company itself in accordance with the exemptions afiorded by paragraph 397 of the SORP.

Charitable Company status
The Charitable Company Is a company limited by guarantee. At 31 December 2020 there were thirteen
members, each of whom, on winding up, has undertaken to contribute an amount not exceeding £1,

Debtors
Trade and other debtors are recognised at the settlement amount due after any trade discount offered.
Prepayments are valued at the amount prepaid net of any trade discounts due.

Cash at bank and in hand
Cash at bank and cash in hand includes cash and short term highly liquid Investments with a short
maturity of three months or less from the date of acquisition or opening of the deposit or similar account.

Creditors and provisions

Creditors and provisions are recognised where the Charitable Company has a present obligation
resulting from a past event that will probably result in the transfer of funds to a third party and the amount
due to settle the obligation can be measured or estimated rellably. Creditors and provislons are normally
recognised at their settlement amount after allowing for any trade discounts due,

Flnancial Instruments

The trust only has financlal assets and financial liabilities of a kind that qualify as basic financial
instruments. Basic financlal instruments are Initially recognised at transaction value and subsequantly
measured at their settlement value with the exception of bank loans which are subsequsntly measured
at amortised cost using the effective interest method.
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HALO LEISURE SERVICES LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued

for the Year Ended 31 December 2020
1. ACCOUNTING POLICIES — continued

Service Concession Arrangements

The Charltable Company has a Service Contract with a Local Authority for the malntenance and
operation of feisure centres owned by the Local Authority to which it has a lease and management
service contract. The Authority has rights under the contract to specify the activities offered by the
centres and have influsnce over the prices charged for them and also may have certain exclusive rights
for the use of the cantres at certain times. The contract specifies minimum standards for the services
to be provided, with deductions from the service management fee payablie being made if facilities are
unavallable or performance Is below the minimum standards.

Properly, plant and equipment

The buildings and plant at the centres are leased to the Charitable Company as part of the overall
contractual relationship with the Authorlty but the Authority malntains ultimate control of these assets.
Accordingly the access which the Charitable Company has in the use of these assets Is to enabls it o
operate the leisure centres, so that the Charitable Company can provide the public service it is
contracted to provide, naot to effectively own these public service assets. These assets are therefore
not recognised on the Charitable Company's Balance Shest.

Receipts

The Charitable Company receives an agreed payment from the Authority each year which is adjusted
each year by inflation and can be reduced If the Charitable Company falls to meet avallability and
performance standards in any year but which is otherwise fixed.

In cases where the receipt from the Authority Includes funding for specific works to be carrled out In
accordance with specifications lafld down in the contract but which has not been spent at the year end
a provision Is included in the financlal statements 1o reflect this.

Taxatlon

The Charitable Company is an exempt charity within the meaning of schedule 3 of the Charities Act
2011 and is considered to pass the tests set out in Paragraph 1 Schedule 6 Finance Act 2010 and
therefore It meets the definitlon of a charitable company for UK corporation tax purposes.

Leasing and hire purchase

Property, plant and equipment acquired under hire purchase contracts and finance leases are
capitalised as tangible fixed assets. Assets acqulred by finance lease are depreciated over the shorter
of the lease term and their useful lives. Assets acquired by hire purchase are depreciated over their
useful lives. Finance leases are those where substantially all of the benefits and risks of ownership are
assumed by the Charitable Company, Obligations under such agreements are included in credltors net
of the finance charge allocated to future periods. The finance elemant of the rental payment Is charged
to the Statement of Financial Activities so as to produce a constant periodic rate of charge on the net
obligation outstanding in each pericd.

Rentals payable under operating leases are charged to the profit and loss account on a straight line
basis over the perlod of the lease.

Government grants

Government grants are recognised when the performance related conditions imposed upon the recelpt
of the grant have been met. Where these a have not been satisfied, these granis are recognised as
liabilities. If grants are not conditional on future performance related conditions, then Income Js
recognised when the grant proceeds are receivable. During the year the company recelved the following
grants:

Coronavirus Job Retention Scheme (CJRS) to cover a portion of employees' wages who were

furloughed due to the coronavirus pandemic. The amount recelved totalled £2.3m and has been
included In income (note 3).
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HALO LEISURE SERVICES LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020 ’

1. ACCOUNTING POLICIES - continued

Penslon costs and other post-retirement benefits
The Charitable Company accounts for the pension scheme In accordance with the Financial Reporting
Standard 102.

The Charitable Company operates three defined benefits pension schemes and pension charges are
based on full actuarial valuations dated 31 March 2019, rolled forward to the balance sheet dats, for the
Worcestershire County Councl Penslon Fund, Shropshire Gounty Pension Fund and the Rhondda
Cynon Raf County Borough Gouncil Penslon Fund.

The Charitable Company provides pension benefits for eligible staff through these administered pension
schames. The administered schemes are multi-employer schemes which provide bensfits based upon
final pensionable pay.

For defined benelit schemes the amounts charged to resources expended on charitable activities are
the current service costs and any gains and losses on settlements and curtallments. They are included
as part of staff costs. Past service costs are recognised Immediately If the benefits are vested. If the
beneflts have not vested, the costs are recognised over the period untll vesting occurs. The Interest
cost and the expectad return on assets are shown as a net amount of other finance costs or credits
adjacent to Interest. Actuarial gains and losses are recognised immediately in the Statement of Financial
Activities.

The defined beneflt scheme Is funded, and the assets of the scheme are held separately from those of
the charity in a trustee administered fund. Pension scheme assets are measured at falr value and
liabilities are measured on an actuarlal basis using the projected unit method and discounted at a rate
aqulvalent to the current rate of return on long dated high quality corporate bonds of equivalent currency
and term 1o the scheme liabilities. The actuarial valuations are obtained at least triennially and are
updated at each balance sheet date. See note 26 for further Information In cannectlon with the
Charitable Gompany's defined benefit schemes.

Critlcal accounting judgements and key sources of estlmation uncertalnty

In the application of the Group's accounting policles management Is required to make Judgements,
estimates and assumptions about the carrying value of assets and liabilities that are not readlly apparent
from other sources. The estimates and underlying assumptions are based on historical experience and
other faciors that are considered to be relevant. Actual results may differ from the estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revislons to accounting
estimates are recognised in the perlod in which the estimate Is revised if the revision affects only that
period, or In the perlod of the revision and future periods if the revision affects both cutrent and future
periods.

The present value of the Local Government Pension Scheme dsfined benefit liability depends on a
number of factors that are determined on an actuarial basis using a varlety of assumptions. The
assumptions used In determining the net cost (income) for pensions Include the discount rate, Any
changes in these assuimptions, which are disclosed in note 26, will Impact the carrying amount of the
pension liability, Furthermore a rolt forward approach which projects results from the latest full actuarial
valuations performed have been used by the actuarles in valuing the pensions iiabllity at 31 December
2020. Any differences betwaen the figures derived from the roll forward approach and a full actuarial
valuation would impact on the carrying amount of the pension liabllity.

The recoverability of certaln assets and valuation of investments within the Local Government Pension

Fund may have been impacted by COVID-19, however it is not possible to determine at the current time
to what extent that Is.
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HALO LEISURE SERVICES LIMITED

NOTES TO THE CONSCLIDATED FINANCIAL STATEMENTS - contihued
for the Year Ended 31 December 2020

2. FINANCIAL ACTIVITIES OF THE CHARITABLE COMPANY

The financial activitias shown in the Consolidated Statement of Financial Activitles Include thosea of the
Charitable Company’s wholly owned subsidiarles, Halo Leisure Enterprises Limited and Severn Centre

Trust Ltd.
A summary of the financial actlvities undertaken by the Charitable Company Is set out below:
Year fo Year o
31.12.20 314219
£ £
Incoming resources excluding gift ald from subsidiary 10,252,623 14,078,682
Expenditure on charitable activities {12,345,661) (15,007,604)
Net (axpenditure)/income {2,093,138) (928,922)
Actuarial (losses)/gains on defined benefit pension schemes {5,666,000) (1,977,000}
(7,759,138} (2,905,922)
Distribution from subsidiary 80,495 80,451
(7,678,643) (2,825 ,471)
DONATIONS AND LEGACIES
Unrestricted Restricted  Total funds  Total funds
funds funds Year to Year to
31 31 31 31
December Decembaer December December
2020 2020 2020 2019
£ £ £ £
National Exercise Referral Scheme (see - 173,547 173,547 188,327
note 24)
Coronavirus Job Retention Scheme - - 2,315,274 2,315,274 -
Halo Foundation - - - 31,705
Donations - - - 2,300
Total - 2,488,821 2,488,821 223,332
INCOME FROM CHARITABLE ACTIVITIES
Unrestricted Restricted  Totalfunds  Total funds
funds funds Year to Year to
31 31 31 31
December December December December
2020 2020 2020 2019
g £ £ £
Operation of leisure centres 5,307,926 - 5,307,926 12,547,645
Management fee 1,427,059 - 1,427,059 1,486,256
Government grants 22,789 59,717 82,506 25,386
Government Grants — COVID 18 relief 1,060,169 - 1,060,169 -
Total 7,817,943 59,717 7,877,660 14,058,287
Page 25 continued..,




HALO LEISURE SERVICES LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

5. INCOME FROM OTHER TRADING ACTIVITIES
A summary of the trading results of the wholly owned subsidiary Halo Leisure Enterprises Limited is

shown below:
Year to Year to
31.12.20 31.12.19
£ £
Turnover 204,279 235,317
Cost of sales and administration costs (including intra-group) (123,784) {154,8686)
Net profit 80,495 80,451

The subsidlary company has gift aided Its profits to the parent Charitable Company.
Included within Costs of sales and administration costs is £10k (2019: £10k) of management fees
payable to the parent charitable company, Halo Leisure Services Limited.

INVESTMENT INCOME
Unrestricted Restricted  Total funds  Total funds

funds funds Year to Year to
31 N 31 3
December December December December
2019 2019 2020 2019
£ e g £
Interest recelved 610 - 610 4,110
Total 610 - 610 4,110

NET EXPENDITURE/INCOME OF THE PARENT CHARITABLE COMPANY

As permitted by section 408 of the Gampanles Act 2008, the Income and expenditure account of the
parent Charitable Company is not presented as part of these financial statements, The parent
Charitable Company's net expenditure after the glft ald of profits from the subsidiary and actuarial
gains/losses under defined benefit schames for the financial year was £6,855,139 (31 December 2019:
£2,825,471).

8. ANALYSIS OF STAFF COSTS, TRUSTEE REMUNERATION AND EXPENSES, AND THE COST OF
KEY MANAGEMENT PERSONNEL

Year to Year {o
31.12.20 31.12,19

£ £
Wages and salaries 6,212,833 6,959,463
Soclal security costs 435,269 418,053
Other penslon costs 1,209,238 1,154,903
Redundancy and severance payments ‘ 147,988 1,614

8,005,328 8,534,033

The staff costs include those associated with the Charltable Company, Halo Leisure Sarvices Limited
and those associated with the subsidiaries, Halo Leisure Enterprises Limited and Severn Centre Trust
Ltd. As this Includes commercial irading operations the amount above does not agree 1o that in note 11
which relates purely to charitable activities.

Page 26 continued...




HALO LEISURE SERVICES LIMITED .

10.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

ANALYSIS OF STAFF COSTS, TRUSTEE REMUNERATION AND EXPENSES, AND THE COST OF
KEY MANAGEMENT PERSONNEL ~ continued

The average monthly number of emiployess during the period was as follows:

Year to Yoar to

31.12.20 31.12.19
Leisure Centres 537 622
Support - 47 53
Management and administration 4 7
588 682

The average monthly full-time equivalent number of employees during the period was as follows:

Year {o Year to

31.12.20 31.12.19

Leisure Centres 214 208
Support 40 44
Management and adminisiration 4 7
258 255

The number of employees whose emoluments as defined for taxation purposes amounted to over
£60,000 In the year was as follows:

Year to Year to

31.12.20 311219
£60,001 - £70,000 1 0
£80,001 - £90,000 1 1

During the period expenses of £707 {2019: £297) were relmbursed to Trustees of the Charitable
Company for travel expenses to board meetings.

The total amount of employee benefits recelved by key management personnel ls £329,263 (2019:
£319,879). The trust considers lts key management personnel comprise of the Chief Executive,
Finance Director, HR Director and Operatlons Director.

NET INCOME FOR THE YEAR
The net income Is stated after charging:

Year to -~ Yearto
31.12.20 31219
£ £
Equipment repairs, maintenance and lease 72,458 187,773
Depreciation - owned assets 319,865 328,981
Depreclation - assets on hire purchase contracts or finance leases 432,891 486,325
Computer software amortisation 19,208 9,654
Auditors remuneration 22,673 17,000
Audit of trading subsidiary 4,738 4,600
Non audit work — statutory accounts preparation 4120 4,000
Trustees' emoluments - -
The Trustees neither received nor waived any emoluments during the year,
INTEREST PAYABLE AND SIMILAR CHARGES
Year to Year to
31.12.20 31.12.19
£ £
Finance lease and hire purchase interast 543,103 580,747

543,103 580,747
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HALO LEISURE SERVICES LIMITED

11.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - contlnued
for the Year Ended 31 December 2020

RESOURCES EXPENDED ON CHARITABLE ACTIVITIES

Support  Total for Total for

Direct costs Staff costs  costs Year to Year to
31.12.20 31.12.19
£ £ g £ £
Leisure centras 1,614,154 7,971,793 3,023,111 12,609.058 15,292,390
Major components of Support Costs
Year to Yearto
31.12.20 31.12.19
£ £
Premisos Costs 508,689 1,173,722
Advsrtising & Promotions 35,708 76,657
Office Administration 204,838 214,639
Finance and Compliance 624,634 738,217
Other Finance Costs re FRS 102 672,000 180,000
Irrecoverable VAT 329,585 663,181
Equipment Repalrs, Maintenance and Lease 72,458 187,773
Other Costs 548,406 654,940
Governance Costs 26,793 21,000
3,023,111 3,921,743

All staff and suppaort costs relate to the sole activity of the Charitable Company and its wholly owned
charitable subsidiary, being the provision of leisure facllities, Governance costs are made up of auditor's
ramuneration of £26,793 (2019: £21,000), which excludes audit of the trading subsidiary.
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HALO LEISURE SERVICES LIMITED

12.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued

for the Year Ended 31 December 2020

COMPARATIVES FOR THE STATEMENT OF FINANCIAL ACTIVITIES

INCOME FROM
Donatlons and legacies

Income from charitable activites
Operation of lelsure and recreation sites

Income from other trading aclivities
Commercial trading operations

Investment income

Total Income
EXPENDITURE ON

Cost of raising funds
Commercial trading operations

Expenditure on charitable activitias
Operation of lelsure and recreation sltes

Total expendlture

NET INCOME

Transfers between funds

Other recognised gains/{losses)

Actuarial galns/losses on defined benefit schemes
Net movement in funds
RECONCILIATION OF FUNDS

Total funds. brought forward

TOTAL FUNDS CARRIED FORWARD

Page 29

Unrestricted Restricted  Total funds
fund funds
£ £ £
34,005 189,327 223,332
14,059,287 - 14,059,287
235,317 - 235317
4,110 - 4130
14,332,719 189,327 14,522,046
144,866 - 144,866
15,211,541 80,849 15,292,390
15,356,407 80,849 15,437,256
(1,023,688) 108,478 {915.21 0)
(1,977,000) - {1,977,000)
(3,000,688) 108,478  (2,892,210)
(5,373,602) 2,224,056  (3,149,546)
(8,374,290) 2,332 534 (6,041,756)
continued..,
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13,

NOTES TQ THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

INTANGIBLE FIXED ASSETS
Group

COST
At 1 January 2020
Additions

At 31 December 2020

AMORTISATION
At 1 January 2020
Amortisation for year

At 31 December 2020

NET BOOK VALUE
At 31 December 2020

At 31 December 2019

Company

COST
At 1 January 2020
Additions

At 31 December 2020

AMORTISATION
At 1 January 2020
Amortisation for year

At 31 Dacember 2020

NET BOOK VALUE
At 31 Dacember 2020

Al 31 December 2019
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HALO LEISURE SERVICES LIMITED

15,

16.

17.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued

for the Year Ended 31 December 2020

FIXED ASSET INVESTMENTS

Company

COST
At 1 January 2019 and 31 December 2020

NET BOOK VALUE
At 31 December 2020

At 31 December 2019

The company's investments at the balance sheet date [n the
following:

Subsidiary

Halo Leisure Enterprises Limited
Nature of business: Consultancy and asset management

Shares in

group
undertakings
£

share capital of companles Include the

%
Class of shares: holding
Ordinary 100,00
31.12.20 311219
£ £
Aggregate capital and reserves 1 1
Subsldiary
Severn Centre Trust Ltd
Nature of buslness: Provislon of lelsure facllities
%
Class of shares: holding
Ordinary 100.00
31.12.20 31.12.19
£ £
Aggregate funds 2,110,604 2,168,941
STOCKS
Group Company
31.12.20 31.12.19 31.12.20 31.12.19
£ £ £ £
Stocks 34,583 34,583 34,583 34,583
DEBTORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
Group Company
31.12.20 3.12.19 3i.12.20 31.12.19
£ £ £ £
Trade debtors 105,172 457,763 52,590 419,250
Amounts owed by group underiakings - - 181,057 248,789
Other debtors 1,444 5,788 1,444 5,788
Prepayments and accrued income 627,065 98,544 612,886 99,544
733,681 563,095 847,977 773,371
Page 35 continued..,
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18.

19.

20,

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Group Company
31.12.20 31.12.19 31.12.20 31.12.19
£ £ £ £

Finance leases & hire purchase (note 20) 360,662 378,693 360,662 378,693
Trade creditors 477,120 385,069 463,458 371,008
Other creditors 159,357 106,150 158,808 105,602
Other Taxes and PAYE 506,662 187,088 468,712 165,557
Accruals 888,702 615,818 870,120 595,185
Defarred income 500,680 838,855 491,155 830,423
Bank lcans 25,000 - 25,000 -

2,918,183 2,511,673 2,837,915 2,446,468

Group Company
Deferred income {excluding capital grants) 31.12.20 31.12.19 31.12.20 31.12.19
£ £ £ £
Detarred income at 1 January 2020 838,855 643,858 830,423 633,580
Resources deferrad In the year 500,680 838,855 491,155 830,423
Amaunts released from previous periods {838,855) {643,858) {830,423) {633,580)
Deferred income at 31 December 2020 500,680 838,855 491,155 830,423

Deferred income at 31 December 2020 represents annual leisure membership income and swimming
courses income, where the consideration has been recelved in the year ended 31 December 2020 but the
services were provided in the year ending 31 December 2021.

CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

Group Company
31.12.20 31.12,19 3112.20 311219
2 z £ £
Finance leases & hire purchase {note 20} 11,878,812 11,680,647 11,878,812 11,680,647
Bank loans 725,000 - 725,000 -

12,603,812 11,680,647 12,603,812 11,680,647

FINANCE LEASES AND HIRE PURCHASE

An analysis of the maturity of finance lease and hire purchase agreements is given below:

Group Company
81.12.20 31.12.19 31.12.20 31.12.19
g £ £ £
Pue in less than 1 year 360,662 378,693 360,662 378,693
Due betwsen 1-2 years 382,919 360,326 382,919 360,326
Due between 2-5 years 1,043,022 1,114,760 1,043,022 1,114,760
Due in more than 5 years 10,452,871 10,205,561 10,452,871 10,205,561

12,239,474 12,059,340 12,239,474 12,059,340
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

SECURED DEBTS

Atthe year end there were £750,000 in secured debts included within creditors {2019: Nil). The debenture
dated 9 September 2020 Is over all assets of the company. Charges dated 4 April 2012 and 28 July 2015
are held in favour of National Westminster Bank plc over bank deposit balances of £91,100 and £27,000
and all amounts credited to the charitable company's bank account in the future.

OBLIGATIONS UNDER OPERATING LEASE AGREEMENTS

Total future minimum lease payments under non-cancellable operating laases are as follows:

Group and company Other
Land and operating
bulldings leases
a1.12.20 31.12,19 31.32.20 31.12.19
£ £ £ £
Payments falling due:
Within one year - - - -
DEFERRED INCOME
Group Company
31.12.20 31.12.19 31.12.20 31.12.19
£ £ g £
Deferred capital grants _ 155,466 164,467 155,466 194,467

During the year £22,789 (2019: £25,386) of deferrad capital grants were released into the Statement of
Financial Activities as income.

RECONCILIATION OF MOVEMENTS IN FUNDS

Grc;up
Unrestricted  Restricted
Funds Funds Totals
£ £ £
At 1 January 2020 (8,374,290) 2,332,534  (6,041,756)
Incoming resources 8,022,832 2,548,538 10,571,370
Qutgoing resources (10,276,711)  (2,446,131) (12,722,842)
Actuarial gains on defined benefit schemes (5,666,000) - (5,666,000)
At 31 December 2020 (16,294,169)  2/434,941  (13,859,228)
Company
Unrestricted  Restricted
Funds Funds Totals
£ £ £
At 1 January 2020 (8,378,020) 167,324  (8,210,696)
Incoming resources 7,757,250 2,548,538 10,305,788
Qutgoing resources (10,011,640} {2,387,286) (12,398,926)
Actuarial galns on deflned benefit schemes (5,666,000) - (5,666,000)
At 31 December 2020 (16,298,410) 328,576 (15,969,834
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24
Restricted Funds — Group

RECONCILIATION OF MOVEMENTS IN FUNDS - continued

At 31

At 1 January Incoming Qulgaing December

2020 Resources Resources Transfers 2020

£ £ £ £ E

NERS scheme 167,324 173,547 {12,295) - 328,576

Sevem Centre Building Fund 2,166,210 - {58,845) - 2,106,365

Job retention scheme - 2,315,274 {2,315,274) - -

Employment allowance - 4,000 {4,000) - -

SMP rectaimed - 85,717 {55,717) - -

Total 2,332,534 2,548,538 (2,446,131) - 2,434,941
Restricted Funds — Cempany

At 31

At 1 January Incoming Culgoing Decemnber

2020 Resources Resources Transfers 2020

£ £ £ £ £

NERS scheme 167,324 173,547 {12,295) - 328,576

Job retentlon scheme - 2,315,274 {2,315,274) - -

Employment allowance - 4,000 {4,000) - Lo

SMP reclaimed - 55,717 {55,717) - -

Total 167,324 2,548,538 (2,387,286) - 328,676

NERS scheme

The Charitable Company received grant funding from the Welsh Government in relation to the
National Exercise Referral Scheme. _

Severn Centre Bullding Fund

The bulldings wers funded by grants and are restricted for use by the Severn Centre as Ielsure
facllities. The balance ls reducing as the buildings depreciate and agrees to the balance of the

relevant tangible fixed asset.

Unrestricted Funds ~ Group

At}
At January Incoming Quigoing  Gains, losses, December
2020 Resources Resources & transfers 2020
£ £ B £ £

Designaled funds:
Bridgend County BC 595,744 {103,271) (492,473) -
Bridgend County BC - utilities 15,043 - - (15,043) -
Tatal designated 610,767 - {103,271} (507,5186) -
Unrestricted pension {8,712,000) . 904,000  (5,666,000)  (15,282,000)
Unrrestricted general {273,077) 8,022,832 (9,269,440) 507,516 {1,012,169)
Total unrestricted {8,374,290) 8,022,832 (10,276,711}  (5,666,000)  (16,294,169)
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RECONCILIATION OF MOVEMENTS IN FUNDS - continued

Unrestricted Funds — Company

At 31
Af 1 January Incoming Qutgolng  Gains, losses, December
2020 Resources Rescurces & transfers 2020
£ £ £ £ £

Desfgnated funds:
Bridgend County BC 595,744 - (103271)  (492,473) -
Bridgend County BC - ulililes 16,043 - - {15.043) -
Total designated 610,787 - {103,271) (507,516) -
Unreslricted pension (8,712,000) - {904,000) (5,866,000) (15,282,000
Unrestricted general (276,807) 7757250 (9,004,369) 507,516 (1,016,410)
Tofal unrestricted {8,378,020) 7,767,250 (10,011,640)  (5,666,000)  (16,298,410)

Bridgend County BC

The Charitable Company received funding from Bridgend Gounty Borough Gouncll for capltal
improvements. The depreciation on assets relating to this funding was charged as expenditure against
this deslgnated fund.

Bridgend County BC
The Charitable Company has cap and collar agreement with Bridgand County Borough Council relating

utility costs. In the year from April 2016 to March 2017 gas tariffs decreased, generating a net refund to
Bridgend County Borough Councll, which was held at their request in a reserve to be applied to future
capital improvements.

Transfers between funds

Transters have taken place during the year between general unrestricted funds and deslgnated funds to
tundesighated funds totalling £507,516 to reducs the funding shorifalls within the general unrestricted
funds,

Unrestricted general
The unrestricted general funds of the Charitable Company were in deficit at 31 December 2020, The

Charitable Company's budgets have been set for future years with a view to reversing this posltion.
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25. COMPARATIVE YEAR MOVEMENTS IN FUNDS

Group

Unrestricted  Restricted
Funds Funds Totals
£ £ _ £
At 1 January 2019 (5,373,602) 2,224,056  (3,149,548)
incoming resources 14,332,719 189,327 14,522,046
Outgoing resources (15,356,407 (80,849) (15,437,256)
Actuarial gains on defined benefit schemes (1,977,000) - (1,977,000)
At 31 December 2019 {8,374290) 2,332,534  {6,041,756)
Company
Unrestricted  Restricted
Funds Funds Totals
£ £ £
At 1 January 2019 (5,385,225) - (5,385,225)
Incoming resources 13,969,806 189,327 14,159,133
Outgolng resources {14,985,601) {22,003) (15,007,604)
Actuarial gains on defined benefit schames {1,877,000) < {1,977,000)
At 31 December 2019 {8,378,020) 167,324 (8,210,696)
Restricted Funds — Group
At
At 1 January Incoming Qutgoing December
2019 Resourcas Resources Translers 2018
£ £ £ £ £
NERS scheme - 189,327 (22,003) - 167,324
Sevem Centre Buflding Fund 2,224,056 - (58,846) - 2,185,210
Total 2,224,058 189,327 (80,849) - 2,332,534
Restricted Funds — Company
At31
At 1 January Incoming Quigaing Dacember
29 Resources Resources Transfers 2019
£ £ £ £ £
NERS scheme - 189,327 {22,003) - 167,324
Total - 189,327 {22,003) - 167,324
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25. COMPARATIVE YEAR MOVEMENTS [N FUNDS - continued

Unrestricted Funds — Group

At
At 1 January fncoming Qulgoing  Galins, losses, December
2019 Resources Resources & transfers 2019
£ £ £ £ £

Designated funds:
Halo Foundation - 3,705 {38,551) 6,846 -
Bridgnerth Endowed School {85,207) 57,062 - 28,155 -
Bridgend County BC 699,015 . (103,271) - 595,744
Bridgend County BC - utilities 15,043 - - - 15,043
Total designated 628,851 88,757 {141,822) 35,001 610,787
Unrestricted pension (5,930,000) - (805,000)  (1,977.000)  (8,712.000)
Unresfricted general 72,453 14,243 962 (14,409,585} {35,001) (273,078)
Total unrestricted {5,373,602) 14,332,713 (15,356,407}  (1,977,000) (8,374,290)

Unrestricted Funds - Company

At
At 1 January Incoming Outgoing  Gains, |osses, Dacember
2019 Resources Resources & transfers 2019
E £ E £ £

Designaled funds:
Halo Foundation - 31,705 (38,651) 6,846 -
Bridgnorth Endowed Schoal (85,207) 57,052 - 20,165 -
Bridgend County BC 699,015 - {(103,271) - 595,744
Bridgend County BC - utllities 15,043 - - - 15,043
Tolal designated 628,851 88,757 (141,822) 35,001 610,787
Unrestricted pension (5,930,000} - (805,000) (1,977,000 {8,712,000)
Unrastricted general (84,076) 13,881,049  (14,038,779) (35,001) (275,807)
Total unrestricted (5,385,225) 13,969,806 (14,985,601)  {1,977,000) (8,378,020

26, EMPLOYEE BENEFIT OBLIGATIONS

The Charltable Company has employees who are admitted Into one of three Local Government Pension
Schemes administered aither by Worcestershira Gounty Councll, Rhondda Cynon Taf County Borough
Councll or Shropshire County Councll. The deficlts for past servica up to tha point of transfers have
been guaranteed by Herefordshire Council, Rhondda Cynon Taf County Borough Council and
Shropshire County CGouncil respectively,

The pension costs and provision for the year ended 31 Decembar 2020 are based on the advice of a
professionally qualified actuary. The most recent formal valuation is dated 31 March 2019 for all 3
pension funds.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
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EMPLOYEE BENEFIT OBLIGATIONS - continued

The amounts recognised in the balance sheet are as follows:
Deflned benefit

pension plans
31.12.20 31.12.19

£ £
Present value of funded cbligations (41,627,000) (32,768,000)
Fair value of plan assets 26,345,000 24,056,000

(16,282,000)  {8,712,000)
Fresent value of unfunded obligations - -

Deficit {(15,282,000) (8,172,000)
The amounts recognised In the Statement of Financial Activities are as follows:
Defined benefit
pension plans
31220 31249
£ £
Current service cost 877,000 700,000
Past service cosf 189,000 292,000
Net Interest from net defined benefit asset/liability 177,000 184,000
Administration expenses 6,000 6,000

Effect of curtallments

1,249,000 1,182,000

Actual return on plan assets 2,135,000 3,024,000

Changes In the prasent value of the defined benefit obligation are as follows:

Defined benefit
penslon plans
31.12.20 31.12.19

£ e
Opening defined benefit obligation 32,768,000 26,414,000
Current service cost 877,000 700,000
Past service cost 189,000 292,000
Contributions by schame participants 139,000 156,000
Interast cost 672,000 791,000
Remeasurement (gains) / losses 7,308,000 4,744,000
Curtallments - -
Benefits pald {324,000) (329,000)

41,627,000 32,768,000
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26. EMPLOYEE BENEFIT OBLIGATIONS - continued

Changes in the fair value of scheme assets are as follows:
Defined bensfit
pension plans
311220 31.12.19

£ £
Opening falr value of scheme assets 24,056,000 20,484,000
Interest on plan assets ' 495,000 607,000
Contributions by employer 345,000 377,000
Contributions by scheme participants 139,000 156,000
Remeasurement gains / (losses) 1,640,000 2,767,000
Adminlistration expenses {6,000) {8,000)
Benefits paid (824,000) (329,000)

26,345,000 24,056,000

The amounts recognised in other comprehanslve income are as follows:
31.12.20 31,12.19

£ 2
Remeasurement gains/{losses) (5,666,000) {1,977,000)
Cumulative amount of actuarial
remeasurement losses {9,936,000) (4,270,000)

The major categories of scheme assets as a percentage of total scheme assets are as follows:

Defined henefit
pension plans
31.12.20 31.12.19

Equities B4.27% 63.40%
Government bonds 5.53% 12.80%
Cashfliquidity 0.60% 0.73%
Other bonds 13.34% 6.43%
Property 5.63% 6.00%
Other 10.63% 10.64%

100.00% 100.00%

Princlpal actuarial assumptions at the balance sheet date:

31.12.20 3112419

Biscount rate 1.40 ~1.50% 2.00-2.10%
Rate of inflation 2.30% 210%
Future salary Increases 3.55-3.80% 3.35-3.60%
Future pension increases 230-240% 2.10-2.20%
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EMPLOYEE BENEFIT OBLIGATIONS - continued

The following table sets out the sensitivity analysis produced by the actuary reporting in respect of the

Worcestershire County Council Pension Fund:

Central +0.1% discount

rate

£ £

Liabilities 22,671,000 22,132,000

Assets (11,098,000) (11,098,000)

Deficit/(surplus) 11,673,000 11,034,000

Projected service 498,000 485,000
cost for next year

Projected intorest 171,000 174,000

cost for next year

+0.1% inflation

£
23,223,000
(11,098,000}
12,125,000
512,000

180,000

1 year increase
in life
axpactancy

£

23,352,000
{11,098,000)
11,461,000
498,000

181,000

The following table sets out the sensitivity analysis produced by the actuary reporting in respect of the
Rhondda Gynon Taf County Borough Council Pension Fund:

Adjustment to discount rate

Present value of total obligation {£)

% change In present value of total obligation
Projected service cost (£)

Approximate % change In projected service cost

Adjustment to salary increase rate

Fresent value of total obligation {£)

% change in present value of total obligation
Projacted service cost (£)

Approximate % change In projected service cost

Adjustmeant to pension increase rate

Present value of total cbligation (£)

% change In present value of total obligation
Projected service cost (£)

Approximate % change in projected service cost

Adjustment to mortalily age rating assumption
Present value of total obligation (£)

% change In present value of total cbligation
Projected service cost (£)

Approximate % change in projected service cost

+0.1% p.a.

16,747,000
2.7%
552,000
-3.4%

17,264,000
0.3%
571,000
0.0%

17,642,000
2.5%
591,000
3.5%

-1 year

17,849,000
3.7%
594,000
4.1%

Base figure
17,212,000

571,000

17,212,000

571,000

17,212,000

571,000

Base figure
17,212,000

571,000

-0.1% p.a.

17,694,000
2.8%
591,000
3.6%

17,160,000
-0.3%
571,000
0.0%

16,799,000
2.4%
552,000
3.4%

+1 year

16,575,000
-3.7%
548,000
-4.0%

The following table sets out the sensitivity analysis produced by the actuary reporting in respect of the

Shropshire County Pension Fund:

Central + 0.1

£
Liabilities 1,744,000
Assets (1,074,000)
Defictt/(surplus) 670,000
Projected service 59,000
cost for next year
Frojected Interest 9,000

cost for next year
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% discount
rate

£
1,712,000
(1,074,000)
638,000
58,000

9,000

+0.1% Inflation

£
1,778,000
(1,074,000}
678,000
61,000

10,000

1 year increase
in life
expectancy

£

1,796,000
(1,074,000)
722,000
61,000

10,000
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28.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

EMPLOYEE BENEFIT OBLIGATIONS - continued

Amounts for the current and previous four periods are as follows:
311220 311219  31.12.18 3112147  3i.12.18

Defined benefit pension plans £ P £ £ g
Defined benefit abligation {(41,627,000) (32,768,000) {26,414,000) (27,218,000) (25,781,000)
Fair value of scheme assets 26,345,000 24,056,000 20,484,000 20,954,000 17,988,000
Deficit (15,282,000) (8,712,000) (5,930,000) (6,264,000) (7,793,000)
Experlence gains/{losses) on

scheme liabilities {5,668,000) {1,929,000) - - 3,300,000

Experience gains/(losses) on
scheme assels - - - - .

In addition to the accounting disclosures under FRS102, it is important to appreciate how the LGPS
pension schemes work and how ongoing coniributions requirements are calculated to ensure the
schemes remain or become fully funded in the long term.

FRS102 Is an accounting standard in relation to the calculation and disclosure of company pension
schemae liabifities. It requires that employars make full provision for all pension scheme liabllities on
their balance sheet — both In respect of any outstanding employer contributions and any attributable
share of the pansion scheme actuarial deficit In respect of defined benefit schemes.

The FRS102 pensions liabllity calculation used for accounting purposes are based largely on the
actuarial ongaing basis calculations (such as inflation, life expectancy etc) but crucially differ in one
key respect — that of the discount factor used to arrive at nat present value of any surplus or deflcit.
Whereas the “ongolng basis" uses estimated actuarial Investment returns based on past and expected
future performance, the FRS102 calculation uses a return based specifically on AA rated Government
gilts. In recent years, the FRS102 calculation has resulted in a significantly lower discount factor than
the ongoing basls — and therefore much higher net present pension scheme deficits.

The FRS102 liability is therefore based on the latest tri-annual ongoing basis calculations but Is re-
calculated each year for the purposes of the annual accounts by the scheme actuaries based on
prevalling dlscount factors. The FRS102 discount factor used decreased by 0.6% for the
Worcestershire County Councll Pension Fund, 0.6% for the Rhondda Cynon Tat Gounty Borough
Councl! Penslon Fund and 0.7% for the Shropshire County Council Pension Fund from those at
December 2018,

RELATED PARTY DISCLOSURES

The parent Charitable Company, Halo Leisure Sarvices Limited, has taken advantage of the exemption
afforded under FRS 102 from disclosing transactions and balances with its wholly owned subsidlaries,
Halo Leisure Enterprises Limited and Severn Centre Trust Ltd, within these consolidated financlal
statements.

ULTIMATE CONTROLLING PARTY

The ultimate controlling party is the Board of Trustees and management team who are responsible for
the strateglc and operational decislons of the Charitable Company.
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29. CONTINGENT LIABILITIES

Performance Guarantees
The Charltable Company has contingent liabillties in respect of Performance Guarantees amounting

to £118,100 (2019: £118,100). Two bonds have been lodged for £31,100 and £27,000 to cover this
liabillty in the event that It crystalllses.
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