Case Study – Ravenswood Leisure Centre

The Corby City Council owns and operates a Leisure Centre in the suburb of Ravenswood. The Centre’s facilities include a leisure pool (with a giant water slide, kiddies pool, a “beach area”),  a multipurpose sports hall,  a cafeteria, a licensed bar, squash courts and changing rooms that include saunas and  Jacuzzis. The sports hall caters for 300 seated spectators and has a reception area with adjoining offices for centre staff.

The centre was built at a capital cost of $6 million (see Table 1 below). This cost must be recouped through the centre’s operating profit. In this year the finance cost will be $350,000.

Utilise the information in table 1 to apportion rates and insurance, repairs and maintenance, and financing costs.

	Table 1: The Capital Budget

	
	$’000s

	Leisure Pool
	2,500

	Sports Hall
	2,100

	Sauna / Jacuzzis
	200

	Bar and Catering
	850

	Squash Courts
	350

	Total
	6,000


The floor area for each of the facilities is as per Table 2. Utilise this information where appropriate for the allocation of cleaning, electricity, laundry, and security.

	Table 2: Floor Area

	
	M2

	Leisure Pool
	1,300

	Sports Hall
	1,000

	Sauna / Jacuzzis
	75

	Bar and Catering
	200

	Squash Courts
	425

	Total
	3,000


The staffing establishment is as per Table 3. Use this information to apportion office administration, council levy, staff salaries, staff wages, and uniforms.

	Table 3: Staff Establishment (excl Centre Management)

	

	FTE

	Leisure Pool Staff (3 Senior Recreation Assistants,  9 Recreation Assistants, 2 Instructors)
	14

	Sports Hall (4 Senior Recreation Assistants,  6 Recreation Assistants)
	10

	Sauna (4 Senior Recreation Assistants, 2 Trainees)
	4

	Bar Catering (2 Supervisors and Part-time staff)
	5

	Squash Courts (2 Senior Recreation Assistants)
	2

	Total Full-Time Equivalent
	35


	Table 4: Operating Budget

	Expenditure Estimates
	$’000s
	
	Revenue Estimates
	$’000s

	Bar licence
	2
	
	Leisure Pool
	450

	Cleaning
	20
	
	Sports Hall
	350

	Electricity
	50
	
	Sauna / Jacuzzis
	75

	Laundry
	3
	
	Bar and catering
	180

	Office Administration
	15
	
	Squash Courts
	100

	Council Levy for Administration
	60
	
	
	

	Catering Supplies
	40
	
	
	

	Rates and Insurance
	10
	
	
	

	Repairs and Maintenance
	15
	
	
	

	Security and Grounds Maintenance
	15
	
	
	

	Staff Salaries
	130
	
	
	

	Staff Wages
	435
	
	
	

	Uniforms
	5
	
	
	

	Water Purification
	5
	
	
	

	Financing
	350
	
	
	

	Total
	1155
	
	
	1155


N.B. Bar licence, catering supplies and water purification do not need to be apportioned between different cost centres. These items should be charged 100% to the appropriate cost centre. In the case of water purification that is the Leisure Pool.

Your Task

You are required to provide a breakdown of the profitability for each of the following cost centers:

· Leisure Pool

· Sports Hall

· Sauna and Jacuzzi

· Bar and Catering

· Squash Courts

Get answer to this exercise (MS Excel Workbook)
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