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Fuslon Lifestyle

(A company limlted by guarantee)

Trustees' Report incorporating the strategic report
For the year ended 31 December 2020

The trustees present their annual report together with the audited financial statements of Fusion Lifestyle (the
company) and its subsidiaries for the year ended 31 December 2020 which are also prepared to meet the
requirements for a directors' report and accounts for Companies Act purposes.

The financial statements comply with the Chatities Act 2011, the Companies Act 2006, the charity's governing
document, and Accounting and Reporting by Charities: Statement of Recommended Practice applicable to charities
prepating their accounts in accordance with the Financial Reporting Standard applicable in the UK and Republic of
Ireland (FRS102) (effective January 2019).

Structure, governance and management
Structure of the charlty

Fusion Lifestyle is a charity and company limited by guatantee, The governing documents are its Memorandum and
Articles of Association which were adopted on 5 January 2005,

‘The Members are the guarantors of the company and each has undertaken to contribute such amount as may be
required (but not exceeding £1) to the company's assets if it should be wound up while he or she is a member or
within one year after he or she should cease to be a member, for payment of the company's debts and liabilities
contracted before he or she ceased to be a member, and of the costs, charges and expenses of the winding up, and
fot the adjustments of the rights of the contributories amount themselves.

The trustees are the trustees of Fusion Lifestyle in accordance with the Charities Act 2011 and they are also
directors in accordance with the Companies Act 2006, The Board is made up of voluntary individuals with relevant
corporate skills and an interest in our work.

Method of recruitinent and appointment

Board members ate rectuited through open advertisement in our facilities, local press and national press. Selection
is cartied out by a board committee (supported by executive management and independent advisors as appropriate)
which evaluates the skills and experience of applicants against relevant critetia using assessments, tests and
interviews.

Policies adopted for the Inductlon and training of Trustees
All board members receive induction and training carried out by the company secretary, legal advisors, chair and

executive management. Training includes briefing on charitable, staturory and fiduciary duties; the role of board i
members; and business planning and strategy. :

Organlsational structure and declsion making

Strategy and business objectives are agreed by the board of management annually and set out in the organisation's
business plan. The Board meets quarterly to review progress and to make decisions accordingly. There are a
number of sub-committees, including the Audit Committee, the Health and Safety Committee and the Executive
Committee, which meet regularly and as tequired to keep under scrutiny issues of financial petfornnance, staffing
mattess, heatth and safety and significant projects. Board Papers and discussion as a matter of course have regard
to:

* the likely consequences of any decision in the long term

* the interests of the company’s employees

®  the need to foster the company’s business telationships with suppliers, customers and others
2
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s the impact of the company’s operations on the community and the environment
*  maintaining the company’s reputation for high standards of business conduct
s the need to act faitly as between members of the company

Day-to-day management of the organisation in pursuit of the Business Plan is delegated to the Chief Executive
within agreed parameters and constraints, The Chief Executive reports to the sub-committees and to the Board.

Risk management

The Trustees are responsible for identifying major tisks to which the company is exposed and for reviewing the
systems in place to mitigate these tisks, Risk assessment is carried out by the Trustees and Chief Executive as part
of annual business planning and appropriate action plans and systems of control established. These are kept under
teview by the Trustees on an ongoing basis and are subject to continuous independent audit and scrutiny.

Obijectives and Activities
Policies and obhjeciives

The company's principal objects ate:

*  to provide o assist in the provision of facilities and services for the public benefit for recreational, sporting
or other leisure time occupation in the interests of social welfare, such facilities being provided to the pablic
at large save that special facilities may be provided for persons who by reason of their youth, age, infirmity or
disability, poverty or social or economic circumstances may have need of special facilities and services;

*  to promote community participation in healthy recreation;
* to advance the education of the public in the benefits of healthy lifestyles;
* (0 advance the arts, culture and/or heritage.

Community services are provided from a range of facilities operated both independently and in partnership with
educational establishments and local authorities. The facilities are in various locadons including Bedfordshire,
Buckinghamshire, Devon, Essex, Ient, Leicestershire, Mendip, Newcastle, Surrey and 5 London boroughs.

The company opetates a diverse range of over 60 community sport and leisure facilities, including:
*  indoor swimming pools
¢ health and fitness centres

6 lidos and outdoor pools

sports halls and spotts facilities

ice rink
golf course, driving range, pitch and putt golf course
outdoor activity venues

indoor tennis centres

indoor bowls centres
o athletics stadia
*  outdoor football pitches
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Financial risk management objectives and policles

The company uses financial instruments, comprising borrowings, finance leases, cash and various other items such
as trade debtors and creditors that arise divectly from its operations. The main purpose of these financial
instruments is to raise finance for the company's operations. The main risks arising from the group's financial
instraments ate interest rate tisk and liquidity risk.

Interest rate risk

The company finances its operadons through a mixture of reserves, bank borrowings and finance leases. The
company's exposure to interest rate fluctuations on its bank borrowings is managed by the use of fixed interest
rates,

Liquidity risk

"The company seeks to manage financial tisk by ensuring sufficient liquidity is available to meet foreseeable needs
and to invest any cash assets safely and profitably. The company policy throughout the year has been to ensure
that an appropriate inix of both long and short term debt is available, which aligns with the company's investment
strategy.  Short term flexibility is achieved through the company's cash reserves and post-Cotona has been
supplemented by medium term lending from the Coronavirus Large Business Interruption Loan Scheme (CLBILS).




Fusion Lifestyle

(A company limited by guarantee}

Trustees' Report incorporating the strategic report
For the year ended 31 December 2020

Achievements and performance in 2020

Activity in 2020 was dominated and shaped by the Covid 19 pandemic in what was an enormously tough year for
our staff and customers alike. Despite an encoutaging start to 2020, the onset of the pandemic and consumer fears
about infection were already suppressing customet numbers by eatly March ahead of the government imposed
shutdown. The effect of the national lockdowns was to reduce normal customer revenues to zero for 5 tnonths of
the year, Fusion took drastic and rapid action to protect the company including the development of alternative on-
line revenues and the shutdown of all non-essential operational and workforee costs.

The early actions of Management with the support of the government's Job Retention Scheme enabled the
company to operate with positive EBITDA during the shock of the first national lockdown from March to July.
During this time Fusion continued to maintain, insure and keep safe its facilities and corporate infrastructure using
a skeleton staff structure. 1t also prepared for remobilisation, working with stakeholders and council partners where
appropriate to ensute the operation on reopening would be safe and financially viable.

When the Company was permitted to teopen Fusion like all operators faced 2 major challenges:
* new opetating restrictions which significantly reduced capacity and types of services that could be offered
e consumet fears about the risk of infection with a resultant drop in demand.

Ia response to these challenges the company has effected comprehensive improvements to its opetations. The

customer journey has been overhauled with radical changes to booking and admissions systems which place greater

emphasis on pre-hooking and on-line transactions. Opening hours and activity programmes have been modified

and aligned closely with customer demand with agile response built-in to fluctuations in that demand. The physical

journey through sites has been modified to ensure safe distancing and cleaning and hygiene regimes have been

totally overhauled. Customet feedback on the new protocols is positive both in terms of safety and quality of i
experience. !

The changes to operating protocols and the revised demand levels have had significant consequences for our
staffing requirements. The resulting restructure project across ous sites and head office has cost £;1.9M and reduced
staffing by 50% compared to pre-crisis.

2020 has seen latge changes to the portfolio — some expected and some not. At the end of February Fusion’s
conttact with Hillingdon Borough Council expired — the Company had had several months to plan for this. Later in
the year during the first national lockdown discussion with councils over future opetations led to negotated exits _‘
from the London Botoughs of Hounslow and Lewisham. The company had not planned pre-Covid to end these j
relationships, howevet in the new citcamstances these exits made financial sense for the Company in both the short
and long term.

The events of 2020 have culminated in the Group making an accounting loss of £18.2M - a financial setback but
not the catastrophe it could have been. The Group had only 11 weeks of notmal trading and, overall, suffered a
40% drop in revenues compared to 2019 and in this context the scale of the loss could have been worse. The one-
off costs of restructuring and contract exits —a combined hit in 2020 of £6M - ohviously exacerbate the loss,

Included withia the net movement in funds for the year are the following one-off non-trading items

£,000
Net income and net movement in funds for the yeat (18,323
COVID secute implementation costs 410
Divestnent costs 6,272




Fusion Lifestyle

(A company Hmited by guarantee)

Trustees' Report incorporating the strategic report
For the year ended 31 Decemnber 2020

Staff Restructuring costs 1,860
Adjusted trading loss atttibutable to COVID (9,640)
Interest 1,215
Depreciation 6,863
Adjusted EBITDA attributable to COVID (1,562)

Within the adjusted loss attriburable to COVID are deferred management fees of £1.9m where discussions are
ongoing around possible waiver of these management charges.

Outlook 2021 and beyond

The government Road Map published 2244 February 2021 indicates a full reopening of services should not be
expected before the end of June 2021, however there will be teading opportunities before then, The Group will
make sure it capitalises on the staged loosening of restrictions ahead of the final end of lockdown and is refining its
tecovery plan accordingly based on the latest information.

The recovery plan is supported by external fanding; £13M has already been provided by NatWest through the
Coronavirus Large Business Interruption Loan Scheme (CLBILS); additionally Fusion has applied for £4.6M of
grant funding from the National Leisure Recovery Fund which was launched by the government in December 2020
in partnership with Sport England.

The company continues to face uncertainty and challenges in 2021. The progress of the pandemic, the speed and
effectiveness of vaccination programmes and government-imposed measures remain difficult to forecast. That said
the Ttustees” assessment is that it is correct to prepare the 2020 financial statements on a going concern basis. This
assessment is based on:

¢ 2020 actual experience of testarts and results to date

* over 50% of its regular subscription customers have been retained through lockdown

* the restructures and changes that have already been implemented duting 2020, including revised operating

model, restructure and funding,

The above actions support the company’s business plans and financial projections, in which the business is cash
generative, able to service fixed charpes with a suitable safety margin, and returns to an accounting surplus during
2021,

It is probable that the wider economy and consumer spending will remain suppressed in 2021; Pusion’s cashflow
has been planned on this basis including downside scenarios on a slow lifting of lockdown restrictions, However,
leisure spending has fared well in previous downturns and Fusion has seen no evidence that the long term trends
on patticipation in fitness and physical activities will be adversely affected by the pandemic; the challenge, and the
oppottunity, is to supply this demand in a way that makes sense economically and reassures consumers that they are
safe. Fusion has already made good progress on these fronts in 2020 and will continue to adapt its offer to meet
consumer and public health needs.

The Trustees and Management remain confident about the long term viability of the business and its future
development prospects.

2020 KPLs
During normal operations Management are targeted on: like for like growth in total customer payments and
subscription income; membership database size; and pay costs as a proportion of generated income, Once the
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business recommences trading, then the focus will return to these measures, In 2020 and into 2021 the focus
remains on EBITDA petformance in month and cash holding,

Public benefit

In setting our objectives for the year and planning our activities, the wustees have considered the Charity
Commission guidance on public benefit, including the guidance ‘public benefit: running a chatity (PB2). Fusion
sets out to have a positive impact on the local communities living around the facilities it manages. Our objective is
to deliver high quality sport, health and wellbeing services that are inclusive and accessible to all without stigma or
inequity. In particular we overcome barriers to participation, including socio-economic, age, gender, disability,
cultural and ethnicity.

In spite of the Corona disrption in 2020 Fusion managed to deliver many of its normal community-based
activities, however overall programme and attendance were massively reduced compared to previous years. Out
public benefit is summarised under the headings below:

Investment

Over the past 18 years we have completed over £184M of investment with our local authority pattners and funding
bodies such as Sport England & Heritage Lottery Fund. This programme has brought significant and improved
amenity to our local communities, adding to the quality and variety of services and enhancing community wellbeing,
We have re-instated 16 disused and dilapidated facilities, bringing to the community new and enlarged swimming
pools, health and fitness facilities, children’s activity facilities, sports halls, outdoot sports amenities and cafés. We
estimate that there will be an extra 10 million visits a year as a result,

In 2019 Fusion completed its next phase of facility investments with the £9M redevelopment of its Devon sites and
the £7M refurbishment of the Newcastle City Baths (which reopened to the public after a 6 year closure). Fusion
has similar projects in the pipeline which it plans to progtess once there is more certainly about the Road Map out
of lockdown,

AHordabllity and Equity of Access

A concessionary pricing structute is in place across the pottfolio to enable all disadvantaged and low-income
communities full access to our services. In 2020 Fusion operated:

¢ Targeted programmes within deptived areas to encourage participation;
*  ‘Tarpeted programmes specifically for the inactive;

*  Funded programmies of spotts coaching with free places for children;

e  Free access to leisure centres for looked-aftet children.

Young People
Targeted activites included:

*  Teaching young people to swim — 1 million lessons deliveted;
»  Delivery of Autism swimtning lessons for young people;
*  Delivery of Street Games programmes for young people:

o “Ipoked After Children” and children in care programmes;
7
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*  Sport Camps during holidays to help working parents;

Challenge You-Tnactive kids programme rargeting NCMP referrals;

Discounted swim access for under 16s;

Child weight management programmes;

Sponsorships of young people in the London Youth Games, Mini Marathon  and local sports awards;

Development of new sports clubs and continued support to local clubs, coaches and volunteers;

Delivery of School Competitions including Swirnming Galas;

Training, competitions and sustainable pathways in partnerships with national governing bodies;

*  Outreach events, taster sessions and multi-sport sessions;

*  Junior Membership and delivety of Junior Gym sessions targeting under 19’s;

* “Performance Tennis” in partnership with the LTA providing pathway to regional and national
competitions;

¢ Partnership with Youth Services and Youth Offending Teams including concessionary access;

*  Delivery of ctime prevention sessions including knife-related crime aimed at teenagers from deprived areas;

*  Youth Catd project aiming to reduce anti-social behaviour and engaping the inactive;

*  Youth outreach sessions funded by the Police & Crime Commission scheme to offer activities in areas of

high ASB;
*  Active Gitls programmes targeting inactive girls between 12-16 years old;

*  Delivery of Friday Night Projects across the organisation encouraging young people to stay off the streets

and into programmed activity.

Disabled People

in 2020 activities to promote accessibility and awareness included:

*  Free swimming lessons for people with disabilities;

Extensive staff training in disability awareness, deaf awareness and advanced fitness instruction;

lnstalled new Poocl Pods into several pools;

Delivery of swimming lessons for children who have special educational needs;

Free bespoke sessions and open days for families with disabled children enrbling joint activities;

Dementia sessions, including walking foothall, Notdic walking, seated exercise and dance;

*  Specialised sports sessions including wheelchair basketball, football and tennis, Boccla, trampolining,
swimming and badminton;

®  “Short Breaks” programme for carers;

*  Spotts Days for visually impaired;

* “Active Body Healthy Minds” programme in partnership with the Charity Mind;

¢ Active with Ease Programme for people with loag term health conditions

*  Challenge ME multi-sport sessions held to offer sport plus coping strategies for people wishing to improve

mental wellbeing;
*  Delivery of Frame Football for young people with cerebral palsy;
*  Worked in partnership with Sport for Confidence to deliver tailoted programines;

Older People

[n 2020 activities to promote accessibility and awareness included:
8
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Specialist 60+ sessions including swim, gym, class and spotts actvity for an all-in price;

Public Health programmes for exercise referral, cardiac & stroke rehab, falls prevention and health walks;
Dementia Friendly sessions deliveted across the organisation;

Low impact alternative spotts including walking versions of Football, Netball, Hockey and Cricket;
“Health Hub” in partnership with Age UK tunning taster sessions;

Older peoples “No Strings” and “Essentials” badminton sessions;

Men’s Health, offering health MOT’s and cancer awateness;

Chair hased exetcise classes in partnership with community housing organisations;

Escape knee pain sessions and stop smoking advice sessions;

Lixpansion of the Young at Heart programme;

Mindfulness and Relaxation workshops to promote health and wellbeing;

Myzone programme with Heart Smart participants demonstrating opportunity to reduce NHS costs;

*  Healthy Choices Day promoting food awateness and diabetes prevention;

s  National Diabetes Ptevention Programine;

s DMental Health awareness and support programmes;

*  Delivery of physical activity sessions, targeting residents with Parkinson’s, MS and Dementia;

e Delivery of mult-sports sessions designed for care homes and to give the clients seated exercise including

dementia based sessions;

»  Cardiac tennis sessions to suppott people transitioning from cardiac rehab programme to everyday exetcise.

Women

In 2020 activities to promote accessibility and awareness included:

Delivery of This Girl Can programmes;

Delivery of Women’s Beginnet, Intermediate and Advanced Running Groups

“Back to Netball” and “Walking Netball” sessions in pattnership with the national governing body;
Women's Tennis and Women Only Swimming;

Delivery of swimming and gym sessions for Muslim women;

Specially designed sessions for new mothers such as “Fegs Bums, Buggies and Mums™;
Parent & toddler ice skating sessions;

Women’s Get Active Programme, delivering exercise classes in community venues;
Women Time providing exercise classes for the victims of domestic viclence;
Women's only Squash and Badminton Programmes.

Active Mums Cycling Project

Community and Health Programme

Fusion promotes spott and active leisure patticipation to the widest possible community and engages with those
who do not normally take part in active leisure. In 2020 our programme included:

e Participation in national fund raising and awareness events including Race for Life;
¢ Organisation and suppott for fun runs, five-a-side tournaments, health events, school & local council fares;

9
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Local volunteers delivering programmes such as walking for health actoss the organisation.

Delivery of apen days where the local community are invited to use facilities free of charge;

Community placements and work experience for young people;

Active for Life Programme delivering EOR, Cardiac Rehab and Stroke Rehab;

Host Coach and Teacher Education courses;

Workplace Health programmes;

Delivery of the FANS scheme offering Free Access to National Young Sportspeople;

The Wellbeing cate Project in Charnwood providing safe place for people with Mental Health challenges;
Delivered a range of activities for National Fitness Day across all sites.

Partnerships with Good Gym, Our Parks & Beat the Strect to increase physical activity and wellbeing,
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Financial review
Principal risks and uncertalntles

The principal risks and uncertaintes facing the company are:

e  Coronavirus pandemic
¢ Brexit
¢ health & safety compliance.

In 2020 Fusion has already responded to the pandemic and it associated disruption. The business has been
restructured and refunded in response to reduced participation which is expected to recover slowly over the coming
yeat. The company has been through 3 national shutdowns and has acquired the skill and experience to deal with
these situations rapidly and to protect the company’s financial position. Operating protocols have been ovethauled
and remain under constant review by our expetienced Health and Safety team to ensure our facilitics are Covid-
secure for the benefit of our staff and customers. In particular the customer journey has been changed radically
with greater emphasis on pre-booking and on-line transactions. Cleaning regimes have been totally overhauled and
sanitation stadons added throughout the facility.

In the short term Fusion is principally concetned with the impact of Brexit on the supply chain. Contingency
arrangements have been made with key suppliers where there is the risk of disruption. In the medium to long tetm
Fusion is concerned about the wider impact on the economy either through increased input prices or weaker
consumer demand, though sport & leisure spend has been resilient during previous downturns. To the extent that
revenues or inpur prices move adversely Fusion can fiex its cost base and efficiency programmes to protect cash
generation as it did during the national shutdowns in 2020, During these shutdown sites were cither fully or
partiaily mothballed enabling significant savings in utilities and maintenance costs. Fusion can flex wet and dry side
programmes at short notice to reduce instructor and space costs. Fusion’s key supply contracts contain volume
vatiance mechanisms to reduce contractual payment where there is reduced activity or sites to covet.

Fusion normally has over 15 million visitors performing physical activitics in 63 sites ranging from ice rink to
outdoor lido. This envitonment combined with an increasingly exacting health & safety regime post-Corona pose a
some new challenges to the company, while maintaining consistently high standards across over 1,000 seaff. The
company uses its in-house and external technical expetts to:

keep the company up to date on regulatory changes and best practice
design, maintain and review policies and procedures

design and operate a comprehensive audit programme

report audit findings and other issues to the Trustees.

A significant part of the company training and induction activity is focused on health & safety and seeks to embed
the relevant knowledge and behaviouts in each staff member. The company’s entire health & safety effort is
monitored by a dedicated Board sub-committee.
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Reserves policy

Each year the Trustees review the risks and opportunities facing the company and those that have crystallised in
previous years and set the reserves target accordingly. These targets have been updated to reflect the requirements
of the new finance facility put in place in 2020 (the Coronavitus Business Interruption Loan Scheme or CLBILS).
The new targets requite the following:

® Cash holding not to fall below £1.5M

® EBITDA to be at least 1.1x fixed chatges in the 12 months to March 2022

® Net Debt to be no mote than 4.25x EBITDA in the 12 months to Match 2022,

At 31 December 2020 net reserves were £3,870K in deficit, The recovery plan discussed later in this report is
designed to eliminate this deficit within 18 months of reopening,

Financlal management policles

The company’s business plan and associated financial budget is prepared by management and approved by the
Board of Trustees; the risk register and reserves policy are updated as part of this process and are incorpotated into

the business targets. Performance against the plan is reported to and reviewed by the Board and its committees on a

regular basis. Budgetaty control is supported by documented internal control procedures which are reviewed
annually. These procedures include the sign off process for investment expenditure.

Related parties and co-operating with other organisations

None of our trustees receives remuoeration ot other beaefit from their work with the charity. Any connection

between a trustee or senior manager of the chatity must be disclosed to the full board of trustees in the same way as

any contractual relationship with 2 related party. In the current year no such related party transactions were
reported.

Pay policy for senior staff

The pay and remuneration of key managemeat personnel is set with reference to:
*  the scale, complexity and impact of the roles;
*  benchmarking against similar sized organisations in the charity's operating sector

Annual pay reviews take account of the following:
*  market comparators
* the cost of living
* the charity's development
¢ the charity's performance against its objectives

Funding sources
Fusion normally funds its activity from a mix of working capital, cash reserves and external finance for long term
investments. In 2020 the company has accessed £13.4M of grant funding through the governmenr’s Job Retention

Scheme and at the end of 2020 secured a new £13M loan facility (CLLBILS) to support the company’s recovery
post-Corona,

12




Fuslon Lifestyle

{A company limited by guaranteg)

Trustees' Report incorporating the strategic report
For the year ended 31 December 2020

Expenditure & key objectives

Most expenditure is incutred directly in the staffing and maintenance of the facilities where our services are
delivered. Additonally, Fusion invests in:
* its infrastructure to improve cfficiency & customer experience;
*  marketing to reach more customers including target groups and increase overall activity levels; and
* training and development to improve customer experience as well as provide better careers for Fusion
cmployees.

Plans for future

Fusion's overarching strategy is to secure its long term furure by establishing sustainable community services
delivered from state of the art facilities, enabling the organisation to sutvive and floutish independently.

To achieve this we will follow six key strategies:
¢ deliver excellent services and facilities
e develop carefully identified new business and partnesships
* develop our people
® achieve stability and growth in our existing operations
¢ continue to improve efficiencics and effectivencss
* develop our key partnerships.

Employee Involvement and employment of the disabled

All employees have the opportunity for training, career development and promotion in accordance with their skills
and ability. The company keeps all employees informed of matters affecting them by daily site meetings, weekly
bulletins and quarterly corporate newsletters and takes account of their views.

The company recognised its responsibility under the Disability Discrimination Act 1995 and has continued to
ensure that disabled employees are given consideration on an equal basis with other candidates in respect of all
areas of employment, including recruitment, training, career development and promotion. We endeavour to
promote continuing employment and, where necessaty, arrange appropriate training for employees who have
become disabled during theit employment,

The company has implemented 2 number of detailed policies in relation to all aspects of personnel matters
including:

s Equal opportunities policy
*  Volunteers' policy
e Health & safety policy

Tn accordance with the company's Equal opportunities policy, the company has long established fair employment
practices in the tecruitment, selection, retention and training of disabled staff.

Full details of these policies are available from the company's offices.

13
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Engagement with suppliers, customers and others in a business relatlonship with the charity

Key suppliers are subject to competitive selection and in some cases this will be for contracts of up to 5 years.
Monthly meetings review contract delivery and Fusion business performance, With key suppliers there is much
collaboration on the development of product and service specification to ensure they meet long term business and
custonier needs. The relationships with suppliers was ctitical to maintaining operations during the disruption of the
Covid pandemic. In spite of the financial pressures Fusion has not requested the write-off of any trade creditor
balances and where forbearance arrangement were agreed in the eatly part of the crisis those suppliers have now
been paid.

Under normal circumstance the nature of Fusion business activity necessitates significant direet and close
interaction between our staff and our customers which is why staff selection and training focuses on customer
engagement, These interactions have had to be moderated post-Covid and therefare there is mote reliance on
digital media and in particular social media posts on relevant local material, Fusion encourages all forms of
customer feedback, previously including “Meet the Manager™ events. Currently most of this feedback is on-line,
Fusion has built an application that collates all feedback irrespective of medium which permits daily reporting and
MANAZEMent response.

Streamlined energy and carbon reporting

UK Greenhouse pas emissions and energy use data for the pericd 1 January to 31 December

2020 2019

Energy consumption used to calculate emissions (kWh) 69,794,667 149,339,265
Energy consumption break down (kWh:

gas 51,508,579 106,651,771

electricity 17,920,847 42,129.261

transport fuel 365,242 558,233
Scope 1 emissions in metric tonnes CO2e

gas consumpton 9,470 19,608

fugitive Emissions ndl nil
Total scope 1 9,470 19,608
Scope 2 emissions in mettic tonnes CO2e Purchased electricity 4,178 11,682
Scope 3 emissions in metric tonnes COZe Business travel in 725 130
employee owned vehicles
Tortal gross emissions in metric tonnes CO2e 14,372 51,029
Intensity ratio

0.0030 0.0034

Tonnes CO2e per leisure centre visit

14
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Quantificadon and Reporting Methodology

We have followed the HM Government Environmental Reporting Guidelines March 2019, We have also used the
GHG Repotting Protocol — Cotporate Standard and the 2020 Government GHG Conversion Factors for
Company Reporting,

Electricity and gas kWh is measured by using Half-Hourly data where available, with in-house meter reads used as a
secondary measure. Electricity cmissions include those associated with transmission and distribution,

Business travel emissions ace calculated as per greenhouse pas reporting conversion factors 2020,

Intensity measurement

The chosen intensity measurement ratio is total gtoss emissions in metric tonnes COZ2e per leisure centre visit,
Measures taken to improve energy efficiency

Measures taken in 2020 focused on the need to minimise energy consumption during periods of prolonged closure.

There were 3 main elements to this approach:

e at the beginning of each lockdawn period all sites were shutdown to a specific process. A shutdowa
checklist was produced to ensure that all non-essentiat plant and equipment was switched off completely

® cach buildings was inspected on a weekly basis to check for unexpected energy consumption

e where available remote half-hourly energy monitoring was used and any unusual energy patterns or spikes
in in consumption were reported to the FM team for investigation & rectification

Trustees' responsibilities statement

The Trustees {who are also directors of Fusion Lifestyle for the purposes of company law) are responsible for
prepating the “Trustees' Report and the financial statements in accordance with applicable law and regulations.

Company law requires the Trustees to prepare financial statements for each financial year. Under that law the
trustees have elected to prepate the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice {(United Kingdom Accounting Standards and applicable law}, Under company law the Trustees
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of
affairs of the compaay and of the incoming resources and application of resources, including the income and
expenditure, of the company for that petiod. In preparing these financial statements, the Trustees are required to:

select suitable accounting policies and then apply them consistently;

observe the metheds and principles in the Charities SORP;

make judgments and accounting estimates that are reasonable and prudent;

state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

* prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

*« & ® @




Fuslon Lifestyle

(A company lImited by guarantee)

Trustees' Report incorporating the strategic report
For the year ended 31 December 2020

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

The trustees are responsible for the maintenance and integtity of the corporate and financial information included
on the company's website. Legislation in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.

Statement as to disclosure of information to auditors

The Trustees confirm that:

* 5o far as that each Trustee is aware, thete is no refevant audit information of which the company's auditor is
unaware, and

*  that cach Trustee has taken all the steps that ought to have been taken as Trustee in order to make
themselves aware of any relevant audit information and to establish that the company's auditor is aware of
that information.

Auditor

McCabe Ford Williams were appointed auditors on 21 October 2019 to fill a casual vacancy in accordance with
section 485(3) of the Companies Act 2006,

This report, incorporating the Group strategic repott, was approved by the Trustees, in their capacity as company

directors, on 11 H (X“\ 2021 and signed on their behalf on DQ} M‘,(u‘ 2021 by:

o A i
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Independent Auditot's Report to the Members of Fusion
Lifestyle
Opinion

We have audited the financial statements of Fusion Lifestyle Limited (the 'parent charitable company’} and its
subsidiaties { the 'group) for the year ended 31 December 2020 which comprise the Consolidated Statement of
Financial Activities, Consolidated Balance Sheet, the Company Balance Sheet, the Consolidated Cash Flow
Statement and notes to the financial statements, including a summary of significant accounting policies, The
financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102; The Financial Reporting Standard applicable in
the UK and Republic of Ireland (United Kingdom Genetally Accepted Accounting Practice).

In our opinion the financial statements:

* pive a true and fair view of the state of the group's and parent charitable company's affairs as at 31
December 2020 and of its incoming resources and application of resoutces including the group's income -
and expenditure for the year then ended;

®  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

¢ Thave been prepated in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our andit in accordance with International Standards on Auditing (UK) (ISAs (UK) and applicable
law. Our responsibilities under those standatds are further described in the Auditot's responsibilities for the audit
of the financial statements section of our repart. We are independent of the group and parent charitable company
in accordance with the ethical requirements that are televant to our audit of the financial statements in the UK,
including the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis fot our opinion.

Material uncertainty related to going concern :
We draw attention to note 1 in the financial statements which indicates that the effects of the COVID-19 pandemic :
has had a detrimental impact on the trading results of the Group and parent charitable company.  As stated in |
note 1 these events or conditions, along with other matters as set forth in note 1 indicate that a matetial uncertainty ‘
exists which may cast significant doubt on the Group and parent chatitable 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 comptises the information inchuded |
in the Trustees Repott, othet than the financial statements and our auditor's report theteon. Crur opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, out responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements ot our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies of appatent materal misstatements, we are required to determine whether there is a material
misstatement in tie financial statements of a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are reguired to
report that fact,

We have nothing to report in this regard.




Independent Auditor's Repott to the Members of Fusion
Lifestyle

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

¢ the informadon given in the Strategic Repot, prepared for the purposes of company law, included in the
Trustees' Report for the financial year for which the financial statements are prepated is consistent with the
tinancial statements.

¢ the Strategic Report included in the Trustees' Report have been prepared in accordance with applicable
legal requirements,

Mattets on which we are required to report by exception

In the light of our knowledge and understanding of the group and parent charitable company and its envitonment
obtained in the course of the audit, we have not identified material misstatements in the strategic report and the
directors’ report included in the Trustees' Report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires
us to report to you if, in our opinion:

* adequate accounting records have not been kept, ot returns adequate for our audit have not been received
from branches not visited by us; or

*  the financial statements are not in agreement with the accounting records and returns; or
* certain disclosures of trustees' remunetation specified by law are not made; or

* we have not reccived all the information and explanations we require for our audit

Responsibilities of trustees

As explained more fully in the trustees' responsibilides statement set out on pages 15-10 the ttustees 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 control as the trustees determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In prepating the financial statements, the trustees are responsible for assessing the group and the parent charitable
company's ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the trustees either intend to liquidate the group ot parent
charitable company or to cease operations, or have no realistic alternative but to do so.

Auditor's respongibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issuc an auditot's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guatantee that an audit conducted in accordance with
I5As (UK) will always detect a material misstatement when it exists. Misstaternents can arise from fraud or error
and ate considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.
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Independent Auditot's Report to the Members of Fusion
Lifestyle

Irvegularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in
line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including
fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:
Our approach to identifying and assessing the isks of material misstatement in respect of irregulatities, including
fraud and non-compliance with laws and regulations, was as follows:
» the engagement partner ensured that the engagement team collectively had the approptiate competence,
capabilities and skills o identify or recognise non-compliance with applicable laws and tegulations;
e e identified the laws and regularions applicable to the company through discussions with directors and
our experience of the sector;

e we focused on specific laws and regulations which we considered may have a direct material effect on the
financial statements or the operations of the 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
enquities of management; and

e identified laws and regulations were communicated within the audit team regulatly and the team remained
alert to instances of non-compliance throughout the audit.

We assessed the susceptibility of the company's financial statements to material misstatement, including obtaining
an understanding of how fraud might oceur, by:
®  making enquities of management as to where they considered there was susceptibility to fraud, their
knowledge of actual, suspected and alleged fraund;
¢ considering the internal controls in place to mitigate risks of fraud and non-compliance with laws and
regulations,

To address the tisk of fraud through management bias and override of controls, we:
¢ performed 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 2 were indicative of potential bias; and
* investigated the rationale behind significant or unusual transactions.

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

®  agreeing financial statement disclosutes to undetlying supporting documentation;

¢ reading the minutes of meetings of those charped with governance;

® enquiting of management as to actual and potential litigation and claims; and

e reviewing correspondence with HMRC and the relevant regulator.

Thete ate inherent limitations in out audit procedures described above, The more removed that laws and
regulations are from financial transactions, the less likely it is that we would become awate of non-compliance,
Auditing standards also limit the audit procedures required to identify non-compliance with laws and regulations to
enquiry of the directors and other management and the inspection of regulatory and legal correspondence, if any.
Material misstatements that atise due to fraud can be harder to detect than those that atise from etror as they may
involve deliberate concealment or collusion,

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at www.frc.org.uk/auditorstesponsibilities. This deseription forms patt of out Report
of the Auditors.




Independent Auditot's Repott to the Members of Fusion
Lifestyle

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. Our audit work has been undertaken so that we might state to the company's members
those matters we ate required to state to them in an auditor's report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company's
membersAp a body, for our audit work, for this repott, or for the opinions we have formed,

Clair Rayner FCA DChA (Senior Statutory Auditor)
for and on behalf of McCabe Ford Williams
Statutory Auditors and Chartered Accountants
Bank Chambers

1 Central Avenue

SITTINGBOURNE

ME10 4AE

Date: (Q} f“(AL( (QcQJ
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Fusilon Llfestyle
(A company |Imited by guarantee)

Consolidated Statement of Financial Activities
(incotporating consolidated income and expenditure account)

Tor the year ended 31 December 2020

Income;

Income from charitable activides:
Community spotts services
Iovestment income

Donation income

‘Total income

Expenditure on:
Expenditure on charitable activities:
Opetation of community sports services

Total expenditure

Net income and net movement in funds
for the year

Actuarial (losses)/gains on defined benefit
pension schemes

Net movement in funds

Reconciliation of funds:
Total funds brought forward

Total funds carried forward

All income and expenditure derive from continuing activities, All activities relate to unrestricted funds.

The consolidated Statement of Financial Activities includes alt gains and losses recognised in the yeat.

Note

wope W

Unrestricted Restricted Total Total
funds funds funds funds
2020 2020 2020 2019
£000 £000 £000 £000
35,442 - 35,442 85,696
2 - 2 4

- 13,251 13,251 729

35,444 13,251 48,695 86,429
53,626 13,251 66,877 85,039
53,626 13,251 66,877 85,039
(18,182) - (18,182) 1,390
(141) - (141) 29
(18,323) - (18,323) 1,361
14,453 - 14,453 13,092
(3,870) - (3,870) 14,453

The notes on pages 25 to 45 form part of these financial statcments.
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Fuslon Lifestyle (Registered no. 05324416)

(A company lim!ted by guarantee)

Consolidated Balance Sheet

As at 31 December 2020

2020 2019
Note £000 £000 L000 £000
Tixed assets
Intangible assets 1 588 805
Tangible assets 12 22,899 33,254
23 487 34,059

Current agsets
Stocks - 184
Debtors 15 3,157 3,540
Cash at bank and in hand 5,674 1,317

8,831 5,041
Creditors: amounts falling due within one year 16 6,25 {6,286)
Net current assets/ (liabilities) 2,574 (1,245)
Total assets less current liabilities 26,061 32,814
Creditors: amounts falling due after one year 17 {20,895) (11,491
Accruals and deferved income 18 {8,331) {6,395)
Net assets excluding pension liability {3,165 14,928
Defined benefit pension scheme liability {705) 475
Net assets including pension liability (3,870) 14,453
Charity Funds
Restricted funds - 38
Unrestricted funds:
Unrestricted funds excluding pension Lability (3.165) 14,890
Pension reserve (705) (475)
Total unrestricted funds (3.870) 14,453

"Fotal funds of the group

The financial statements were approved by the Trustees on
Nelson,

M \ \

The notes on pages 25 to 45 form part of these financial statements,
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Fusion Lifestyle (Registered no. 05324416)

{A company limlted by guarantee)

Company Balance Sheet
As at 31 December 2020

Fixed assets
Intangible assets
Tangible assets

Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one year
Net assets/ (liabilities)

Total assets less current Habilitiea
Creditors: amounts falling due after one year

Accruals and deferred income
INet assets excluding pension liability
Defined benefit pension scheme liability

Net assets including pension liability

The funds of the charity

Restricted Funds

Unrestricted funds:
Unrestricted funds excluding pension liability

Pension reserve
Total unrestricted funds

Total charity funds

2020 2019

Note £000 £000 £000 £000
11 475 602
12 22,495 32,898
13 729 788
23,699 34,288

- 157

15 3,531 3,574

5027 1452

8,558 4,883

16 (6,040) (6657}
__ 4518 S § WurE))
26,217 32514
17 (20,835) (11,360)
18 333 (6,395}
(2,951) 14,759
(705 (475
(3.656) 14,284

(2,951) 14,759

705 _ {415

3,656 _ 14284

(3,656) 14,284

The financial statements were approved by the Trustees on A }MA/?

Nelson.

2021 and signed on their behalf by Mike

The notes on pages 25 to 45 form patt of these financial statements. N«\F Y\‘/ku -
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Fuslon Lifestyls

(A company limited by guarantee)

Consolidated Statement of Cash Flows

For the year ended 31 December 2020

Cash flows from operating activities

Net cash provided by operating activities

Cash flows from investing activities:

Cash acquired with Active Life

Purchase of intangible fixed assets

Purchase of tangible fixed assets

Proceeds from sale of fixed assets

Interest received

Cash inflows from new finance lease obligations
Interest paid

Net cash used in investing activities

Cash flows from financing activities:
Repayments of borrowings

Repayment of finance lease obligations
Cash inflows from new loans

Net cash provided/ (used) by financing activities

Change in cash and cash equivalents in the year

Cash and cash equivalents brought forward

Cash and cash equivalents cartied forward
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2020 2019

Note £000 £000
20 (1,466) 3,255
- 1,037

(6) (63)

(4,865) (10,100)

3,022 2,221

2 4

- 1,243

(1,215) (581)

(3,062 (6,239

(3,992) (1,360)

(434) (295)

13,311 2,348

8,885 693

4,357 (2,291)

1,317 3,608

5,674 1,317




Fuslon Lifestyle

(A company limited by guarantee)

Notes to the Financial Statements
For the year ended 31 December 2020

1.

Accounting Polilcles

1.1

1.2

Basis of prepartation of financial statements

The financial statements have been prepared under the historical cost convention, unless otherwise
stated in the relevant notes(s) to these accounts,

The financial statements have been prepared in accordance with Accounting and Reporting by
Chatities: Statement of Recommended Practice applicable to charities preparing their accounts in
accordance with the Financial Reporting Standard applicable in the UK and Republic of Treland
(FRS102) (cffective 1 january 2019) — (Charitics SORP (FRS 102}), the Financial Repotting Standard
applicable in the UK and Republic of Ireland and the Companies Act 2006.

Fusion Lifestyle meets the definition of a public benefit entity under FRS102,

The Statement of financial activities (SOFA) and Balance sheet consolidate the financial statements of
the company and its subsidiary undertaking. The tesults of the subsidiary are consolidated on a line by
line basis.

No separate SOFA has been presented for the company alone as permitted by section 408 of the
Companies Act 2006.

Going concemn

Following the Coronavirus pandemic there ate material uncertainties related to the events and
conditions set out below that may cast significant doubt upon the group and chatity’s ability to continue
as a going concern and therefore whether the group will realise its assets and settle its liabilities in the
ordinary coutse of business at the amounts recorded in the financial statements. These uncertainties are
inherent in the pandemic itself and how government bodies may choose to respond to the pandemic.

Fusion has undertaken a huge amount of activity to mitigate the disruption that has alteady taken place
as well as what it believes may happen in the future. This activity has been successful to date in averting
what could have been a fatal financial disaster.

The company now has extensive experience of operating a Covid-secure enviropment. Tt also has
extensive experience of shutting down operations quickly, at minimal cost and then maintaining them in
a safe closed state at a minimal cost.

In the face of reduced revenue and a slow recovery, the company has been restructured to substandally
reduce its cost base; implemented imptoved and efficient operating protocols; and developed new on-
line revenue streams and customet engagement systeins.

The company has secured £13M of government backed funding (CLBILS) specifically for the purpose
of supporting its recovery from the coronavirus crisis. Additionally it has applied for £4.6M of funding
from the National Leisure Recovery Fund which the government launched in partaership with Sport
England in December 2020.
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Fusion Lifestyle

{A company limited by guarantee)

Notes to the Financial Statements
For the year ended 31 December 2020

1.3

1.4

1.5

All the above support financial projections in which the business is cash generative, able to service fixed
charges with 4 suitable safety margin and returns to an accounting surplus within a year. Tt is on this
basis that the accounts have been prepared on a going concern basis.

Fund accounting

General funds ate unrestricted funds which are available for use at the disctetion of the Trustees in
furcherance of the general objectives of the company and which have not been designated for other
putposes.

Designated funds comprise unrestricted funds that have been set aside by the trustees for particular
purposes. The designated funds are set aside for the defined contribution pension liability detailed in
the notes to the financial statements.

Restricted funds are funds which are to be used in accordance with specific restrictions imposed by
donors or which bave been taised by the Charity for particular purposes, The cost of raising and
administering such funds are charged against the specific fund. The aim and use of each restricted fund,
where relevant, is set out in the notes to the financial statements

Income Recognition

All incoming resources are included in the Statement of financial activities when the Group
has entitlement to the funds, receipt is probable and the amount can be measured with
sufficient reliability.

Leisure centre income received in advance for courses and memberships is defetred and
recognised in the period in which the service is performed. The value of deferred income at
31 December 2020 is reported in note 18,

Grants and management fees receivable in respect of specified period relating to the general
activities of the company are recognised in the Statement of Financial Activities in the
petiod in which they become receivable. In 2020 the Group has recognised income of
£13.25M from RS grant payments

Government Grants

Government grants are recognised when the performance related conditions imposed upon
the reccipt of the grant have becn met. Where these a have not been satisfied, these grants
are recognised as liabilities, If grants are not conditional on future performance related
conditions, then income is recognised when the grant proceeds are receivable,

During the year the Charity received the following grants:

Coronavirus Job Retention Scheme (CJRS) to cover a pottion of employees' wages who
were furloughed due to the coronavirus pandemic. The amount received totalled £13,230K
and has been included in income (note %).

COVID-19 relief payments from local authotities in respect of the contracts maintained by
Fusion Lifestyle. The amount reccived totalled £3,910K..




Fusion Lifestyle

(A company limited by guarantee)

Notes to the Financial Statements
For the year ended 31 December 2020

1.6

1.7

1.8

1.9

Government Business Grants relating to the retail, hospitality and leisure industries awarded
during the lockdown periods, The amount received totalled £266K and has been included
in income.

Resources expended

All expenditure is recognised where a present legal or constructive obligation exists at the reporting date
as a result of a past event and it is probable (more likely than not) that a transfer of economic benefits,
often cash, will be required in settlement and can be measured or estimated reliably.

Intangible fixed assets and amortisation

Intangible assets represent pre conttact costs. Pte contract costs that are directly attributable to a
contact ate recognised as an intangible fixed asset anly where it is vittually certain that the contract will
be awarded. Whete it is merely a possibility that a contract will be awarded, no intangible assct is
recognised and the costs are written off to the Statement of financial activities as incurred. When the
contract has been awarded, capitalised pre contract costs are amortised over the life of the contract
{between 5 and 25 years),

Tangible fixed assets and depreciation

Tangible fixed assers are carried at cost, net of depreciation and any provision for impairment.
Depreciation is provided at rates calculated to write off the cost of fixed assets, less their estimated
residual value, over theit expected usefut lives on the following bases:

Leaschold Improvements - QOver remaining term of lease
Motor Vehicles - Over 3 years

Equipment - Over 3/5/10 yeats
Computer Systems - Over 3 years

Fixed asscts are recognised when: 4 resource 1s controlled by the charity as a result of a past event or
transaction, for example a past gift or purchasc; it is probable that the expected future economic ‘
benefits associated with the asset will flow to the chatity; and the historical cost or fair value of the asset
can be measured reliably

The buildings and plant at the centres are leased to the company as part of the overall contractual
relationship with the Authority but the Authority maintains ultimate risks and rewards of these assets.
Accordingly, the access which the company has to these assets is to enable it to operate the leisure
centres and deliver the public service it is contracted to provide. The company does not own these
public service assets, These assets ate therefore not recognised on the company's Balance Sheet,

Impairment reviews are carried out when there is an indication that impairment exists and impairment
losses identified are immediately expensed.

Leasing and hire purchase

Assets obtained under hire purchase contracts and finance leases are capitalised as tangible fixed assets.
Assets acquired 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 company. Obligations under
such agreements are included in creditors net of the finance charge allocated to future periods. The
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Fusion Lifestyle

(A company limited by guarantee)

Notes to the Financial Statements
For the year ended 31 December 2020

1.10

111

1.12

1.13

finance clement 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 period.

All other leases are regarded as operating leases and the payments made under them are charged to the
Seatement of Financial Actvities on a steaight line basis over the lease term.

Stocks
Stocks ate valued at the lower of cost and net realisable value after making due allowance for obsolete
and slow moving stocks.

Liabilities
Liabilities are recognised when there is a legal or constructive obligation to pay cash or other assets, and
are carried at the present value of the obligation until the obligation is extinguished.

Pensions
The company operates both defined benefit and defined contribution pension schemes.

The company has admitted body starus and contributes on behalf of its employees to a number of local
goverament pension schemes. In respect of those schemes where the local authority has indemnified
the company against changes in the employer contribution rate and any liability which may become
payable as a result of the termination or expiry of a contract, the company has no further liability to
fund the scheme beyond its contributions paid in the year. The amount charged to the statement of
financial activities therefore represents the contribution payable to the scheme during the vear.

For those schemes where the company is not fully indemnified, scheme assers are measured at fair
values, Scheme liabilities are measured annually on an actuarial basis using the projected unit method
and are discounted at appropriate high quality corporate bond rates. 'The net surplus or deficit, after
taking account of any contractual indemnity provided by the local authority, is presented separately

from other net assets on the balance sheet. The current service cost and costs from serttements and
curtailments are charged to the Statement of Financial Activities. Interest on scheme liabilities and the
expected return on scheme assets are also included in the Statement of Financial Activities. Actuarial
gains and losses are reported as other recognised gains and losses in the Statement of Financial
Activides. Refer to note 26 for the reconciliation in the Statement of Financial Activities and the
changes impacted under FRS 102,

Contributions to defined contribution schemes are charged to the Statement of Financial Activities as
incurted. These include contributions to the stakeholder pension scheme and employees’ personal
pension schemes.

Basis of consolidation
"The financial statements consolidate the accounts of Fusion Lifestyle and all of its subsidiary
undertakings (‘subsidiaries).

The resuits of subsidiaries acquited duting the year are included from the effective date of acquisition,
The company has taken advantage of the exemption contained within 408 of the Companics Act 2006

not to present its own Income and expenditure account.
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Fuslon Lifestyle

{A company limlted by guarantee)

Notes to the Financial Statements
For the year ended 31 December 2020

1.14

115

116

117

1.18

1.19

The income and expenditure for the year dealt with in the accounts of the company was a loss of
L£17,940K (2019 £527K surplus).

Investments
Investments in subsidiaries are valued at cost less provision for impairment.

Taxation
The company is 4 registered charity and is subject to neither corporation tax nor income tax on its
charitable activities.

Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transactions costs, and are measured subsequently at amortised
cost using the effective interest method, less any impairment.

Creditors

Shott term creditors are measured at the transaciion price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of transactions costs, and are measured subsequently at
amortised cost using the effective interest method.

Cash and cash equivalents
Cash is represented by cash in hand and deposits with financial institations repayable without penalty
on notice of not mote than 24 hours. Cash equivalents are highly liquid investments that mature in no

more than three months from the date of acquisition and that are readily convertible to known amounts
of cash with insignificant risk of change in value.

Accruals and deferred income

Costs are accrued into the accounts to conform with the matching concept and reflect liabilities where a
service or goods have been received but no invoice has yet been raised. Membetships can be payments
taken in advance but the income recognition is spread over the average length of the membetship.

Judgements In applylng accounting policies and key sources of estimation uncertalnty

There are a number of actuarial assumptions used in the quantification of the proup's pension commitments
which are described in note 26 With the exception of the pension commitments thete are no material
judgements or estimates applied in the preparation of these accounts.
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Fusion Lifestyle

{A company limited by guarantse)

Notes to the Financial Statements
For the year ended 31 December 2020

3. Income from charitable activities

Community spofts services

4, Investment income

Deposit account interest

5. Donation Income

Donation Income

In 2020 the Group received £13.2M of grant funding from the government’s Job Retendon Scheme (JRS)

6. Summary by expenditure type

Staff costs  Support Ditect

£000 costs costs
£000 £000
Community sports service 30,888 28,995 1,437

All support costs relate to the sole charitable activity of the company, being the provision of leisure facilities.
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Total
funds
2020
£000

35,442

2020
£000

2020
£000

13,251

Total
funds

2020
L£000

66,877

Total
funds
2019
£000
85,696

2019
£000

2019
£000

729

Total
funds
2019
£0DO

85,039
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Notes to the Financial Statements

For the year ended 31 December 2020

T. Analysls of support and governante costs

IT costs

Finance costs

Marketing materials
Administration

Other staff related costs
Facilities management costs
Amortisation

Depreciation

Auditor Fees

Trustee expenses

General
support
£000

1,318
1,664
637
7,190
442
10,845
195
6,667

28,208

Governance
function
£000

36
1

Kxk

Total
2020
£000

1,318
1,664
637
7,190
442
10,845
195
6,667
36

1

28,995

Total
2019
£000

1,895
959
1,392
6,872
964
21,373
193
6,807
36

1

40,492

Support costs are allocated to the charitable activities on the basis of headcount or on the esdmated service
delivered by the support service or other bases if these are more appropriate. The audit fees include [15K in

relation to work in the subsidiary companies.

: Net Incoming/{outgeling) resources

This is stated after charging

Divestment costs
COVID secure implementation costs
Staff restructuring costs
Depreciation of tangible fixed assets:
- owned by the group
Auditor's remuneration:
- Company
- Subsidiary
Amotrdsation of pre-contract costs
Amortisation of goodwill

3t

2020
£000

6,272
410
1,860
6,667
30

105

2019
£000

45
6,714
30

103




Fuslon Lifestyle

(A company limlted by guarantes)

Notes to the Financial Statements
For the year ended 31 December 2020

9. Staff costs

Staff costs were as follows:

2020

£000

Wages and salaries 26,680
Social security costs 1,437
Other pension costs 71
22,028

Staff restructuring costs 1,860
30,888

The average number of persons employed by the company during the vear was as follows:
2020

No.
2,500

2019
£000

37,141
2,050
1,239

40,430

45

40,475

2019

No.
2,460

To support the business all senior management took a temporary pay reduction of up to 10% following the

first lockdown

In the year the Group incurred staff restructuring costs of £1,860K. This total includes ex-gratia payments of

£46K (2019; £45K) and redundancy of (898K (2019, nil).

Durting the year no Trustees received any remuneration (2019 - £Nil) and no Trustees received any henefits in

kind (2019 - /Nil).

Reimbursed expenses in respect of trustee meetings, relating to two trustees, amounted to £56 (2019 - L1KK).

The number of higher paid employees was:

2020
No.
In the band £560,001 - £70,000 4
In the band £70,001 - £80,000 3
In the band £80,001 - £90,000 1
In the band £100,001 - £110,000 2

In the band £110,001 - £120,000
In the band £120,001 - £130,000 -
In the band £150,001 - £160,000 -
In the band £170,001 - £180,000 -
In the band £190,(01- £200,000 1
In the band £210,001- £220,000 -

2019

Ll AR oS TN

1

The number of employees carning in excess of £60,000 (for the year) to whom the retirement benefits are

accruing under defined benefit schemes is nil (2019 - nib),
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10.

11.

Total contributions to defined contribution schemes for those higher paid employees included above

amounted to L82K (2019 - £166K).

The highest paid employee received remuneration of £258K (2019 - £267K).

The key management personnel of the chatity, comprise the Trustees, the Chief Bxecutive Officer, the
Commereial & Operations Director, and the Director of Finance & Resources. The total employee benefits
for these personnel were £562IC (2019 - £607KD). The Trustees receive no remuneration.

Other finance Income

Expected return on pension scheme assets

Interest on pension scheme liabilities

Intangible fixad assets

Group

Cost

At 1 January 2020
Additions

Disposals

At 31 December 2020

Amottisation

At 1 Jatary 2020
Charge for the year
Disposals

At 31 December 2020

Cartying amount

At 31 December 2020

At 31 December 2019

2020 2019
£000 £000
Pre contract

costs Goodwill Total
£000 £000 £000
1,614 700 2,314
6 - 6
(229) - (229)
1,391 700 2,091
1,012 496 1,508
105 90 195
{201) - (201)
He 586 1,502
45 4 282
002 24 §06
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11. Intangible fixed assets continued
Pre contract costs

Company £000
Cost

At 1 January 2020 1,614
Additdons 6
Disposals (229)
At 31 December 2020 1,391
Amortigation

At 1 January 2020 1,012
Charge for the year 105
Disposals (201)
At 31 December 2020 916
Catrying amount

At 31 December 2020 475
At 31 December 2019 802

12. Tangible fixed assets

Leasehold Assets in Motor .
im course of . Equiprment
provemenis . vehicles
construction

Group £000 £000 £000 £000
Cost
At 1 January 2020 27,957 8,072 2 24,6069
Additons 1,831 525 - 2,285
Transfer of assets

completed in year 7,007 (7,007 - -
Disposals (7,723) (2006) - (4,632)
At 31 December 2020 29,072 184 2 22,322
Depreciation
At 1 Jamuary 2020 12,764 - 1 16,100
Charge for the year 2,641 - 1 3,547
Disposals (3,039) - - (2,770
At 31 December 2020 12,366 - 2 16.877
Net book value
At 31 December 2020 16,707 184 - 5445
At 31 December 2019 18193 8072 1 8,569
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Computer
systems

£000

3,054
223

3277

2,237
480

Total

£000

64,354
4,865
(14,361)
24,857
31,102

6,667
(5,809)




Fuslon Lifestyle

(A company limited by guarantee)

Notes to the Financial Statements
For the year ended 31 December 2020

The net baok value of assets held under finance leases ot hire putchase contracts, included above, are as follows:

Group

Land and buildings
Furniture, fitings and equipment

2020
£000

1,128
1,940
3,008

2019
£000

1,225
2,497
3,722

Depreciation charged for the year amounted to £98K (2019 - £160K) and 851K (2019 - £933K) for leaschold
improvements and equipment held under finance leases or hire purchase contracts respectively.

Leasehold
improvements
Company £000
Cost
At 1 January 2020 27,817
Additions 1,831
Transfer of assets
completed in year 7,007
Disposals (7,723)
At 31 December 2020 28,932
Depreciation
At 1 January 2020 12,722
Charge for the year 2,553
Disposals (3,039)
At 31 December 2020 12.236
Net book value
At 31 December 2020 16,697
At 31 December 2019 15,093

Asgsets in
coutse of
construction

£000

8,672
525

(7.007)
(2,006)

184

35

Motor
vehicles

£000

b2

o

=

Equipment Computer
gystems

£000 £000
24,395 3,054
2,059 223
(4,032) -
21,827 3,277
16,079 2,239
3,457 480
(2,770) -
16,766 2719
2037 229
8317 &la

Total

£000

63,940
4,638

(14,361)
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The net book value of assets held under finance leases ot hire purchase contracts, included above, are as follows:

13.

14.

15.

2020 2019
Company £000 £000
Land and buildings 1,128 1,225
Furniture, fittings and equipment 1,625 2,497
2,753 3,722

Depreciation charged for the year amounted to £98K (2019 - £160K) and £807K (2019 - £933K) for leasehold
improvements and equipment held under finance leases or hire purchase contracts respectively.

Investments in subsidiarles

Shares in

group

undertakings

Company £000
Cost

At ] January 2020 788

Impairment (5%9)

At 31 December 2020 729

The investment above relates entirely to the Active Life subsidiary, The investment in the other subsidiary,
Virgin Active Management Ltd, was fully impaired in the prior year.

Principal subsidiary

Percentage (Loss)  Net Assets
Company name Country Shareholding Description 2020 2020
£000 L000
Virgin Active Management Limited England 100% Sports and leisure
Registered number: 02353684 facilities nil nil
Active Life England 100% Spotts and lelsure
Registered number: 04376721 facilities (383) 370
Dabtors
Group Company
2020 2019 2020 2019
£000 £000 £000 £000
Teade debtors 965 662 965 662
Amounts owed by group undertakings - - 373 61
Other debtors 408 1,053 408 1026
Prepayments and accrued income 1,784 1,825 1,784 1,825
3,157 3,540 3,530 3,574
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16. Creoditors:
Amounts falling due within one year

Qther loans

Net obligations under finance leases and
hire purchase contracts

Trade creditors
Amounts owed to group undertakings
Other taxation and social security

Other creditors

17. Creditors: Amounts falling due after more than one year

Other loans
Net obligations under finance leases and
hire purchase contracts

Orther loans ate repayable as follows:

Less than 1 year
2 to 5 years

Over 5 yeats

Total

Group Company
2020 2019 2020 2019
£000 L0006 £000 £000
1,065 1,395 1,015 1,345
1,007 1,196 952 1,135
2,640 2,576 2,640 2,540
- - - 653
1,487 490 1,378 442
58 629 55 542
6,257 6,286 6,040 6,657
Group Company
2020 2019 202¢ 2019
£000 £000 £000 £000
19,774 10,126 19,761 10,076
1,121 1,365 1,074 1,284
20,895 11,491 20,835 11,360
Group Company
2020 219 2020 2019
£000 4000 £000 £000
1,065 1,395 1,015 1,345
14,750 3,394 14,737 3,344
5,024 6,732 5,024 6,732
20,839 11,521 20,776 11,421

37




Fusion Llfestyle

(A company limited by guarantee)
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Other loans includes the CLBILS (Coronavirus Large Business Interraption Loan Scheme) funding of £13M
which is secured by fixed and floating charges over all the company’s assets. 'The rest of the loan are secured

by charges over the company's leasehold interest in certain ptoperties to which the financing has been
applied for development purposes,

The CLBILS loan is repayable in full November 2023 there are no repayment prior to this date.  The other

loans are repayable in full on a monthly or quarterly basis with maturity dates ranging between 2021 and
2043,

All of the loans are fized rate interest. One of the finance leases is floating rate and its outstanding liability at
312 December 2020 was 6341, All the other finance leases are fixed rate with 3 year terms,

Obligations under finance leases and hire purchase contracts, included above, are payable as follows:

Group Company
2020 2019 2020 2019
L£000 £000 £o00 £000
Less than 1 year 1,007 1,196 952 1,135
2to 5 years 1,121 1,365 1,074 1,284
Over 5 years - - - -
Total 2,128 2,561 2,026 2419
18. Accruals and deferred Income
Group Company
2020 2019 2020 2019
£000 £000 £000 £000
Accruals 7,973 5,974 1,973 5974
Deferred income 358 421 358 421
8,331 6,395 8,331 6,395
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19, Statement of Funds

Group Brought Income Expense Gains/ Carrled
Forward (Losses) Forward

£000 £000 £000 £000 £000

Unrestricted funds

General Funds - all 14,890 35,444 (53,499 - (3,165)
Pension reserve (475) - (8% (141) (705)
Restricted funds 38 13,251 (13,289) - -
14,453 48,695 (66,877 (1413 (3,870)

Company Brought Income Expense Gains/ Carried
Fotwatd (Losses) Forward

£000 L000 £000 £000 L000

Unftestricted funds
General Funds - all 14,759 33,165 (50,875} - (2,952)
Pension reserve (475) - (B9 (141) (705)
Restricted funds - 12,125 (12,125) - -
14,284 45290 {63,089 {141) (3,656)
20. Reconciliation of nat movement in funds to net cash flow from operating activities

2020 2019

£000 £000

Net incoming resources before other recognised gains/losses (18,323) 1,390
Actuatial adjustments in relation to defined benefit scheme 230 148
Interest received (2) (4)
Interest paid 1,215 347
Amortisation of intangible fixed assets 195 193
Depreciation of tangible fixed assets 6,667 6,714
Disposal of assets 5,557 (2,113)
Active Life gift - (729
Decerease in stocks 184 5
Decrease in debtors 383 226
Inctease in creditors 2,428 (2,922)
Net cash used in operating activities (1,4606) 3,255
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21. Analysis of cash and cash equivalents

2020 2019
£000 £000
Cash in hand 5,674 1,317
Total 5,674 1,317
22. Analysis of changes in net debt
31.12.2019 Cash Flows Non-Cash Changes 31.12.2020
New Other
Finance Non-Cash
Leases Changes
Cash in hand 1,317 4,358 - - 5,675
Debt due within one yeat (2,591) 732 (213) - (2,072
Debt due preater than (11,491) (9,069 (425) - (20,985)
one year
(12,765) (3,979 (638) - (17,382)

23. Contingent liabilitles

At the balance sheet date contingent liabilities existed in respect of guarantee and performance bonds
amounting to £3,040K (2019 - £6,305K). The company has taken out insurance cover in respect of these

AMoOunts.

24. Operating lease commitments

Total future minimum lease payments under non-cancellable leases:

Expiring:
within 1 year
between one and five years

in more than 5 years

Total

2020 2019
£000 £000
192 192
804 797
13,342 13,571
14,338 14,530

25, Capltal commitments

The company had no capital commitments at 31 December 2020 (2019

- £B39K).
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26.

Pension commitments

Fusion Lifestyle is an admitted body in 9 defined benefit local governiment pension schemes. In 8 of these
schemes the local council has fully indemnified the company against funding linbilities arising at any time.
Fot those schemes where Fusion is not indemnified a full actuarial valuation was carried out at 31 March
2010 and updated at 31 December 2020 by a qualified independent actuary,

Tunbridge Wells Borough Council has given a legal undertaking indemnifying the company in respect of
pension contributions in so far as and to the extent that these may affect pension benefits accrued before 1
October 2006, the transfer date of the Leisure Services from Tunbridge Wells Borough Council to the
company. At 1 October 2006 the pension liability for which Tunbridge Wells Borough Council is
responsible amounted to £223K. At 31 December 2020 the deficic had increased to 928K, which was
L7051 in excess of the £223K indemnity. The financial statements thetefore show a pension liability of
£705K,

As patt of the acquisition of Virgin Active Management Limited, the Group assumed pension Habilides
relating to employees of that company of £189K. At 31 December 2020 the scheme was valued with [69K
surplus, This surplus is not recoverable by the scheme employer and therefore a nil asset/liability is
recognised in these accounts,

The amounts recognised in the Balance sheet are as follows:

2020 2019
£000 £000 !
Present value of funded obligations 6,114 5431 I
Fair value of scheme assets 5,255 4,895
Deficit in schemes (859) (536)
Surplus not recognised in Virgin Active Management (69) (162)
(928) (698)
Indemnity 223 223
Net liability {705) (475}
The amounts recognised in the Statement of financial activities are as follows:
2020 2019
£000 L000 ‘
Service cost (33) (90) :
Interest on obligation (14) (14
Administration expenses (42) (44)
Fxpected return on scheme assets - -
Total (39) (148)
Actual return on scheme assets 461 398
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26. Penslon commitments continued

Movements in the present value of the defined benefit obligation were as follows:

Opening defined benefit obligation

Interest cost

Contributions by scheme participants

Actuarial losses

Benefits paid

Past Service Costs

Experience Gain on defined henefit contribution
Current service cost

Change in demographic assumptions

Closing defined benefit obligation

Changes in the fair value of scheme assets were as follows:

Opening fair value of scheme assets
Expected return on assets
Coentributions by employer
Contributions by scheme participants
Admin expenses

Interest costs

Retum on assets

Benefits paid

Other acmarial gains / (losses)

42

2020
£000

5,431
113

1,132
(163)

(437
33

2020
£000

4,895
19
90

(49)
80
362
(163)
16

2019
£000

4,266

114

@3)

97
479
(48)
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26.

Penslon commitments continzed

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

2020

%

Equities 60.1%
Property 8.1%
Government bonds 0.5%
Cash and other assets 10.4%
Other bonds 20.9%
100.0%

Principal actuarial assumptions at the Balance sheet date (expressed as weighted averages):

2020

%

Discount rate at 31 December 1.33%
Expected return on scheme assets at 31 December 1.33%
Future salary increases 3.25%
Future pension increases 2.73%
Inflation (CPL} 2.35%
Assumed life expectations from age 65 ate: 2020
yeats

Retiring today: Males 219
Females 24.0

Retiring in 20 years: Males 23.3
Females 25.5
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2019
Y

66.9%
11.5%
0.7%
11.5%
9.5%
100.0%

2019
%

2.05%
2.05%
3.45%
2.65%
2.10%

2019
yeats
231
252
254
27.6
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26,

27.

28.

Pansion commitments continued

Amounts for the current and previous four periods are as follows:

Defined benefit pension schemes

2020 2019 2018 2017 2016
£000 £000 £000 £000 £000
Defined benefit obligation (6,114) {5,431) 4,671) {5,269) (5,641)
Scheme assets 5,255 4,895 4,266 4,395 4,009
Surplus not recognised in
Vitgin Active Management G (162) (116) {78) -
Deficit (928) (698} (521) 952) (1,632)
Expetience adjustments on
scheme liabilities (437) - - (688) -
Experience adjustments on
scheme assets - - - -

Controlling party

There is no ultimate controlling party. The company is controlled by the Board of Truseees.

Post-balance shoeet event

The worldwide outbreak of COVID-19 resulted in the UK Government requiring the British public to
enter a number of national and regional lockdowns during the year. Following the year end, there was a
third national lockdown from 5 January 2021 to 11 April 2021 resulting in the temporary closure of all

leisure establishments including gyms and leisute centres. The charitable company’s activities, as with many
businesses, have been impacted.

The respective governments of Northern Treland and England have now permitted leisute centres, gyms
and indoor pools to reopen on 12 April 2021. The impact of the new social distancing measutes which
limit a facility's capacity, and the continued existence of COVID-19 in our society, which may have an
impact on the behaviour of the company's customets is as of yet unknown, There ate also concerns that
thete might be a further spike in the pandemic and the need for / likelihood of another lockdown which
would undoubtedly have a significant impact on the position of the charitable company.
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28. Post-balance sheet evant continued

During 2020, Fusion Lifestyle secured support with its partners and bankers in the form of short term and
long term financial support without which its ability to continue for the foreseeable future would also be
uncertainn. This is a non-adjusting post balance sheet event.
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