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EXECUTIVE SUMMARY

This is the initial report of the Theatre Working Party, a group set up by the Surrey Heath Liberal Democrat Council Group to explore future options for the management of The Camberley Theatre. The Theatre Working Party was established because of inadequacies in the Surrey Heath Borough Council report on the same topic.

The Camberley Theatre been seen as a problem over a number of years. Previously, as “Artslink”, attendances had dropped, resulting in the requirement for a subsidy of £16 for each visitor per visit in 2001. More recently, under its new identity, attendances have very significantly recovered, reducing the subsidy per visit to under £9. However, the absolute value of the subsidy remains high, at about £650,000 per year. 

It is a conclusion of this report that such levels of subsidy are neither desirable nor necessary. 

Whilst great progress has been made with The Camberley Theatre under the current theatre manager, we do not consider the status quo to be a viable option. Nor do we believe that direct control by the Council is best for the Theatre or for the community that it serves. In short, Council control is part of the problem: it adds cost without adding corresponding value.

The Theatre Working Party has considered and rejected a number of disposal and redevelopment options for the Theatre, and has concluded that the facility should be retained, but under different management arrangements. It recommends that both commercial leisure management groups and existing charitable trusts should be invited to tender for the management of the Theatre either as an option under a single management contract with the Borough’s leisure centres, or as a single facility.

The results of the procurement exercise will allow the most advantageous option to be selected. The offers received can be compared with the alternative of setting up the Theatre as a Trust, either by itself or (preferably) in collaboration with other local authorities.

Radical options for redevelopment should also be considered. The Theatre Working Party was most interested by the option of a joint library/theatre redevelopment, either on Knoll Road or elsewhere. In particular, further uncertainty and delays over the Land West of Park Street development may open up new possibilities.

It is a mistake to identify support to the Arts in Surrey Heath with support to the Theatre. On the contrary, the absorption of so much of the available funding by the Theatre hinders the development of other forms of creative expression within the Borough. We believe in a continuing role for The Camberley Theatre within a community arts strategy for Surrey Heath, working within more realistic funding levels from the Borough Council, but also benefiting from other funding sources. We believe that the building of such a vibrant community-based creative and performing arts scene in Surrey Heath will need vision and a commitment to change. 

For that future to be realised, we need to start now.
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1 Scope and Purpose

1.1 Introduction

In 2002, the internal Surrey Heath “Performing Arts and Heritage Best Value Review” recommended that the Council should “undertake a detailed review of alternative management arrangements [for The Camberley Theatre], investigate their costs of implementation and potential savings”. Subsequently, the Council determined that deciding on such new management arrangements was to be one of its key corporate targets for 2003/2004, and that a decision would be made by May 2004.

Recently, the Camberley Theatre Working Group (CTWG), a standing group set up by the Council, reported on this matter, and recommended that the status of the Theatre should remain unchanged. The report was deemed by Liberal Democrat members not to be the “detailed review” called for by the Best Value Review. In their view, the report showed inadequate research and analysis, and the conclusions drawn were therefore unsound. The decision was therefore made by the Liberal Democrat Council Group to set up its own working party to explore the issues, consider the options and to test the conclusions reached by the CTWG. This is the initial report of that group, the Theatre Working Party.

The terms of reference of the Theatre Working Party were as follows:

1. Consider whether the options presented by the CTWG were complete, and to present other options if they existed.

2. To review the options defined against the following decision criteria:

· reduction in the financial drain on the Council’s resources

· contribution to the further development of the arts in Surrey Heath

· meeting the legitimate requirements of community groups for performance space in the Borough

3. To select a short list of options which should be studied in further detail by Council officers.

4. To make such other recommendations as it saw fit.

1.2 Working Party Membership

The Lib Dem Working Party was made up of:

	Bob Smith
	Shadow Corporate Portfolio Holder (Convenor)

	David Whitcroft
	Lib Dem Group Leader, Shadow Policy Portfolio Holder & Chair of the Policy & Resources Select Committee

	John Faulkner
	Shadow Resources Portfolio Holder

	Cindy Ferguson
	Shadow Development Services Portfolio Holder

	Fran Bennie
	Lib Dem Member for Heatherside

	Mike Drew
	Lib Dem Member for Mytchett & Deepcut


1.3 Acknowledgements

The Theatre Working Party would like to offer its grateful thanks to the following for giving so generously of their time and expertise. Without their input our study would have lacked depth.

David Cross
- 
Ex CEO of DC Leisure Ltd

David Philips
-
Manager, Princes Hall, Aldershot

Claire Kennedy
-
CEO, Community Leisure Services Ltd

Peter Amies
-
Director of Leisure Services, Rushmoor B.C.

James Sargent
-
Watermill Theatre Trust, Newbury, West Berks

Graham Bennett
-
Manager, Camberley Theatre

We also thank others who provided information (such as councillors at both Woking and Richmand), and those that made offers of assistance which we did not take up due to the time constraints in this phase of the Theatre Working Party investigations.

2 Current Situation

2.1 Introduction

Situated in the centre of Camberley town, The Camberley Theatre is easily assessable for residents of Surrey Heath as well as those of surrounding boroughs.   It is located close to the library, the council offices that house the local museum and the Ian Goodchild centre; and is just a few minutes from the main shopping area.  Communications are good, with a multi-storey car park very close, the railway station less than ten minutes walk away, and bus routes passing the entrance.

The Camberley Theatre is currently owned, funded and managed by Surrey Heath Borough Council

2.2 Historical Context

In 1959, a project was devised to group together all the new civic buildings on the eastern side of Knoll Road, a plan which was finally completed in 1986. The land used for this scheme was the estate of a house called “Holmdale”. Before World War II, this was a “crammer”, a college where young potential cadets for Sandhurst were tutored intensively for the entrance examination for the RMA. It was run by the Tinniswood family and was a well-known institution in Camberley. By 1959, the Council had acquired “Holmdale” with adjoining space for a car park for 150 cars. The theatre, which was built on the site of “Holmdale”, was called the Civic Hall and opened in 1966.

In 1995, the Theatre was relaunched as “Artslink”, and in December, 2001 was again relaunched, this time as “The Camberley Theatre”.

The Council has invested heavily in the Camberley Theatre over recent years and the facility has also received considerable financial assistance from outside funding sources, principally via Lottery Grants. 

Council Revenue support has amounted to some £5 million since 1995 whilst Capital investment has accounted for a further £2 million. Outside capital funding (lottery receipts) over the same period has totalled £668k. A total, therefore, of some £7.7 million net expenditure has gone into Camberley Theatre in less than 10 years.

	Year
	Gross Expenditure
	Income
	Net Expenditure
	Asset Charges
	Net Exp Inc Asset Charges

	1995/96
	417,000
	121,230
	295,770
	90,750
	386,520

	1996/97
	449,020
	169,020
	280,000
	118,650
	398,650

	1997/98
	596,900
	207,240
	389,660
	133,380
	523,040

	1998/99
	672,520
	224,940
	447,580
	132,120
	579,700

	1999/00
	747,930
	271,870
	476,060
	135,150
	611,210

	2000/01
	875,350
	311,940
	563,410
	173,500
	736,910

	2001/02
	930,310
	356,050
	574,260
	154,100
	728,360

	2002/03
	1,005,330
	502,800
	502,530
	144,910
	647,440

	Totals
	5,694,360
	2,165,090
	3,529,270
	1,082,560
	4,611,830


2.3 Characteristics of the Camberley Theatre

The Camberley Theatre consists of a 408-seat auditorium with removable seating. There is a foyer containing the Box Office and, adjoining the auditorium, there is a large café-bar area with table seating. Upstairs there is a small scale Studio Theatre that can seat 60. There is also a small conference room.

The Theatre has a modern Databox computerised Box Office system with 15,000 patrons listed. Three full-colour brochures are produced each year with a 30,000 print run. The  Box Office is open every day during the week and in the evening when there is a performance

The current artistic programme is a mixture of professional performances, which includes drama, dance, comedy, children’s events and workshops, pantomime, cinema and live music. Recently films have been added to the programme as a regular feature.

The venue is also hired by local amateur dramatic societies, choral societies, dance schools and youth orchestras for amateur productions, and by commercial businesses for corporate conferences, business meetings, trade shows, exhibitions and events.

Whilst there is some use for elections and meetings (such as the Youth Council), the theatre is not extensively employed for civic use.

The Camberley Theatre operates throughout the year, although with a limited programme of theatrical events in the summer months. This period is used for children’s workshops and technical maintenance.

The Camberley Theatre has good access for the disabled. The bar, foyer and front of the auditorium are level and there is a ramp at the front of the theatre. There is an induction loop for the hard of hearing in the auditorium. There is a toilet for the disabled in the foyer. There is also a toilet for the disabled backstage.

The Theatre is restricted by its size and the limited scope for expansion on the site. Commercial use is limited due to the lack of differently sized hiring rooms compared with, for example, the Princes Hall in Aldershot. The dark, rather “arty” décor of the smaller theatre limits its use during the day for such activities as bridge, business meetings and craft activities like stitching, patchwork. These sort of activities tend to utilise the facilities of High Cross Church.

2.4 Current performance

There is no doubt that the past few years – essentially since the current Camberley Theatre Manager, Graham Bennett started work – has seen a major improvement in the all round performance of the Theatre. The programme has become more attractive, a thriving cinema programme has been introduced, audiences have improved and relationships with what we shall refer to as local community groups have improved hugely. Previously, relationships with voluntary user groups (Savoy Singers, Camus etc) had been very strained due to communication problems. Now that the Theatre management takes more time to discuss the problems and issues of mutual benefit/concern, the relationship with these groups is improving dramatically.

Nothing illustrates the improvement in the Theatre’s operation more than the success over the past years of the annual Pantomime. Now mainly produced in-house ( although in co-operation with a production company), the pantomime has enjoyed audiences of over 90% of the total potential capacity, which is an outstanding performance, comparing extremely well with other facilities. Not only have these high attendance figures been achieved, but satisfaction levels with the Pantomime have also improved. This will clearly help maintain future years’ attendances.

The Camberley Theatre has improved in other ways too. The carpet and auditorium seats have been replaced and the external appearance has been enhanced, giving the venue a more welcoming and comfortable ‘feel’. Additional facilities such as the ‘Blue Room’ recording studio and a better-equipped meeting room have been added and these will clearly broaden the appeal of the venue. The Box Office operation has also improved and the Marketing has been enhanced with much greater use of targeted mailings being made. Over recent months the Theatre has developed its range of Youth Projects. These have proved very popular - to the point where most of them have a waiting list.

The improvements in the situation at The Camberley Theatre have resulted in a marked increase in attendances and correspondingly significant increase in both Box Office and Bar/catering income:

	Year
	Bar/Catering
	Box Office Income

	2001/2002
	£64,700
	£191,690

	2002/2003
	£81,050
	£317,010

	2003/2004 (est)
	£91,800
	£321,000


Whilst the total number of events per year has risen from 230 to 486 between 2000 and 2004, this is almost entirely due to Youth Theatre sessions and Workshops. 

Despite this positive story, however, the 2002/03 Net Expenditure (Council subsidy) was some £647,000 and the projected 2003/04 Net Expenditure figure is some £612,000. These figures compare to subsidies of some £728k in 2001/2 and £737k in 2000/01. Clearly, the reduction in subsidy – due to a combination of increased income, reduced general expenditure and decreased Asset Rental charges is to be welcomed, but at nearly £650k the Net Expenditure still represents a massive contribution on the part of Surrey Heath’s tax payers. 

A key issue is actually defining the level of “subsidy”. The charges made to the account of The Camberley theatre made by the Council may be classified under three headings:

i) Management charge

ii) Corporate services charge

iii) Asset rental

The first of these is the “share” of the cost of the Council’s senior management borne by the Theatre. The second charge accounts for Council services used by the Theatre (e.g. legal, reprographics, security). The third is an accounting convention within local government that service departments are charged an ‘asset rental’ for their premises. This is intended to correspond either to rental or capital depreciation charges that a private business would need to account for If asset rentals are removed from the equation (but management & service charges left in), the subsidy position summarises as follows:

2000/01
 2001/2
 2002/3
2003/4 Est

Net Expend.
 £563,000
£574,000
£502,000
£508,000

Thus, even without asset rentals the subsidy is still in the region of £0.5 million – a large burden on Council Tax payers.

Within the “Income” figures for The Camberley Theatre is a further £49,000 (approx) subsidy for community use of the facilities. This is reasonable as an attempt to provide transparency, such that the income & expenditure figures for the Theatre can be compared with a commercial organisation However, this figure must be taken into account when comparing with other local authority-run facilities such as. the Princes Hall in Aldershot, where no separate accounting is yet made for such community use (and indeed civic use which is also at a higher level than in Surrey Heath). There could be other cost headings within the accounts that are colouring the subsidy position one way or the other. A key priority should be to establish a transparent and consistent subsidy calculation against which future judgements can be made against other facilities.

It should also be recognised that Council subsidy is not the only relevant performance measurement for The Camberley Theatre. Other facilities visited during our investigations collect information on a wide range of performance indicators – for example, the Princes Hall in Aldershot who are part of a group of theatres sharing ‘benchmarking’ data. We find it odd that The Camberley Theatre does not apparently receive either published internal Performance Indicators or ‘benchmarking’ data from the Council’s Finance Department. Whilst there are no national performance indicators, other Council functions have benchmarked performance by cooperating with other similar service providers in such benchmarking groups. We note that the Leisure Services Department has relevant experience of benchmarking which has not been called upon.

2.5 The Report of the Camberley Theatre Working Group (CTWG)

2.5.1 Introduction

At its meeting on the 17th March, 2004, Surrey Heath Borough Council’s Camberley Theatre Working Group (CTWG) reviewed a paper entitled “Future Management Options for The Camberley Theatre”. The CTWG accepted the conclusions of this report, and the paper and the Group’s recommendation were then presented to the Executive on the 26th March, 2004. This summary is based on the paper contained in the Executive agenda papers, which are public documents, and can be viewed by interested parties through the Council’s website at www.surreyheath.gov.uk/surreyheath/council.nsf/webPages/executivecom.htm.

2.5.2 Options considered

The CTWG considered four options:

a) direct Council control (i.e. the status quo)

b) management by a non-profit making Trust

c) management by a commercial organisation

d) sale (as a going concern) to the private sector

· The primary advantages and disadvantages of each option were presented. 

	Advantages
	Disadvantages

	Direct Control

	Direct control and guarantee for community use
	Continuing large subsidy of £535,000 excluding asset rentals

	Security for staff
	Council management can be bureaucratic and inflexible

	Shared overheads 
	Reduced access to grants

	Control over assets and standards
	No access to benefits of charitable status

	Theatre entrepreneurial management influences Council management style
	

	Theatre benefits from access to investment funds and cash reserves
	

	Theatre can be used as part of youth or minority groups strategy
	

	Non-Profit making Trust

	Council represented on the Theatre Board, but no control
	Council loses control, but needs to maintain a client monitoring role

	Broad community representation on Theatre Board
	Success depends on strength of Board

	Staff protected by TUPE
	Possible morale issues if handled badly

	Mandatory relief on NNDR of at least 80%
	High start up costs (£50,000), though Council has experience of previous transfers. Could take 18-24 months.

	Theatre could procure services independently of Council
	Council may not be able to correspondingly reduce cost of core services

	More opportunity for grant aid
	

	Commercial Management

	Professional management
	Council loses control, but needs to maintain a client monitoring role. Limited intervention possible.

	Share expertise
	High start up costs of procurement exercise. 

	Share overheads 
	Council may not be able to corresponding reduce cost of core services

	
	Limited interest expected by commercial organisations due to size of venue

	
	No savings from rate relief or charitable status

	
	Staff morale could be affected.

	Sale as going concern

	Professional management
	Complete loss of control

	Share expertise
	Need for restrictive clauses etc which might reduce value.

	Share overheads 
	

	No subsidy required
	

	No asset management charges
	


2.5.3 Evidence collected/presented

Advice was taken from a freelance consultant on setting up Charitable Trusts. With this exception, no reference was made in the report to the experience of other venues, or to other evidence for the advantages/disadvantages presented.

It should be noted that some limited investigation had been made of other venues during the 2002 Best Value Review, and the Theatre Manager himself has relevant previous experience.

2.5.4  Commentary on the CTWG report

· The report highlights the loss of control by the Council that any option but the status quo would involve. This is a valid concern where significant amounts of public money will continue to be spent. However, the Council has experience with both the Arena Leisure Centre and with waste collection services of successfully reducing costs whilst maintaining high levels of service. Adequate and appropriate control can be maintained – arguably more transparently and effectively – by contractual means.

· The report highlights the importance of both the Theatre Board (in option 2) and of the existing staff. It argues that the options for change are at risk in the event of demoralised staff, deteriorating morale, and bad management. We agree. However, any option (including the status quo) is subject to the same risks. The options considered – in our opinion – are more likely to enthuse staff than the maintenance of the status quo. Further, for reasons stated later in this report, we believe the risks highlighted in the Trust option concerning trustees are overstated.

· The report makes no attempt to provide a financial analysis of the options. It is certainly true that only a competitive procurement process would reveal the true situation, but comparative experience could have been sought from the experience of other theatres. There are many examples of commercial management and theatre trusts. And a few where both are used together (e.g. Richmond).

3 CONTEXT AND CONSTRAINTS

3.1 Statutory Requirements for Arts Provision

In spite of the need for local arts provision there is no legal or statutory requirement for local authorities to supply any facilities; therefore, provision is entirely discretionary.  In this context, the scale of the funding of The Camberley Theatre by Surrey Heath Borough Council is even more surprising. In fact, more than 10% of Council Tax is used to subsidise the Theatre (2004/5: 10.7%).

	Facility
	Visitors per annum
	Net Expenditure (2004/5)

	Arena Leisure Centre
	810,000
	£67,000

	Tomlinscote Leisure Centre
	110,000
	£71,000

	The Camberley Theatre
	72,000
	£634,000

	Surrey Heath Museum
	23,000
	£163,000


Where such expenditure is incurred there should be a properly planned and monitored strategy for the support and promotion of the Arts that clearly articulates the role of the Theatre within it. 

It is noteworthy that, in Surrey Heath, responsibility for the Theatre is separated from responsibility for other support to the Arts. This is not conducive to coherence in the Council’s strategy. It is hoped that the Council’s forthcoming Organisational Review will address this point.

3.2 Statement of Values and Residents’ Expectations

An Arts Strategy should involve the community and reflect its expectations and aspirations.  It is necessary for such a strategy to challenge, inform and educate the local community by providing access to nationally recognised artistic endeavour - but the strategy needs also to provide facilities for the natural expression of artistic and cultural talents within the community. Surrey Heath has a wealth of community groups who wish to mount events and need facilities to be able to do so. As Liberal Democrats we value community activities, and would not support the closing of an Arts provision (including the Theatre) that is appreciated by so many.  

Last year 72,000 people sat in the Theatre’s seats and  enjoyed the shows staged or events organised.  In addition, other groups, including community associations and local businesses, hired rooms for meetings, conferences, etc.  The Council itself uses the facilities from time to time (e.g, the Youth Council), but in general has adequate provision for civic events elsewhere.

However, at present (possibly because of all the changes of name in recent years), the theatre has not been seen to be an integral part of the community in Camberley. It is felt to be rather “semi-detached” from the life of Camberley by many residents. Though 500 are members of the Friends organisation. It needs to become integral to the everyday life of Surrey Heath dwellers, a process which has begun but needs to be fostered in the future.

The “Friends” organisation at present seems largely to be a way of achieving reductions in price if several tickets are purchased at once, e.g. with the films “Buy a series – get one free”. The Friends could be developed and enhanced further encouraging more community involvement. They could be encouraged by involving friends in the life of the theatre, inviting them to more First Nights, providing them with an Interval Venue for drinks and charging them a small subscription. They could also be encouraged to fundraise for special improvements to the Theatre and to sponsor special events, e.g. Arts Exhibitions, Photography shows etc. Young artists could also be encouraged by the Friends (example – Friends of Surrey Heath Museum) by sponsorship.

3.3 Financial Context and Constraints

The current subsidy to the Camberley Theatre is £9 for every seat sold in the 400-seat auditorium compared to an equivalent subsidy of less than £4 in Aldershot’s 600-seat Princes Hall. In both cases, the subsidy for the community use of the facility is included. Whilst it is clear that a smaller facility is likely to require a higher subsidy than a large one, we note that the subsidy per visit at Camberley is higher than at the 120-seat West End Centre in Aldershot.

	Theatre
	Size
	Visits
	Subsidy(*)
	Subsidy/Visit

	West End Centre
	120
	20,000
	£170,000
	£8.50

	Camberley Theatre
	400
	71,500
	£683,000
	£9.55

	Princes Hall
	600
	103,000
	£400,000
	£3.88


(*) without correction for community use.

The high subsidy paid by Surrey Heath residents prevents funding of other ventures that could include additional arts provision or leisure facilities such as skateboard parks. This suggests that the subsidy needs to be gradually reduced and a strategy formulated to achieve this objective.  A reduction of £100,000 per year for the next few years would release funds for a variety of worthwhile projects, whilst providing the funding to make a managed transition to the new arrangements.
3.4 Other sources of funding

External funding is received by a number of theatres investigated.  In the case of the Watermill, the list of providers was lengthy and the sums involved considerable. 

Arts Council and Lottery grants and other similar but local and regionally based associations usually donate funds for visual and performing arts that are considered original and creative: the Windmill Theatre in Newbury has been very successful in attracting such funds.  Some grant giving bodies require bodies to whom grants are to be made to be independent of the local authority. 

If the Theatre had charitable status, it could attract not inconsiderable charitable income, all of which would be tax free.

Closer to home Hampshire County Council supports Aldershot’s West End Centre and the Borough Council (Rushmoor) contributes only 12% to the total subsidy.   

In contrast, business sponsorship is likely to be attracted to a wider range of activities including popular entertainment.  There are many businesses - large and small, manufacturing, commercial and retail - in Surrey Heath, who could be interested in providing sponsorship.

Some theatres employ fundraisers and many consider external sources of finance essential for financial viability. Any example here is The Watermill Theatre near Newbury, where the fundraiser is the highest paid member of staff. 
3.5 Significant external changes and trends

The population of Surrey Heath is expected to grow during the next twenty years as well as the number of residents living in the town; hence, the demand for all leisure facilities will grow even more quickly as the standard of living rises.  There are plans to build a new cinema with multiple screens as part of the new Park Street complex, that includes a bowling alley and a fitness centre, and this will cause some competition to Camberley Theatre’s film showing.  Even if the Park Street development does not proceed, a similar facility is planned for Farnborough. However, wherever the local multiplex ends up, there is scope for the Theatre to show more specialist films, a market that could be encouraged by the formation of a Film Society.  

4 Initial Consideration of Options

4.1 Introduction

The report of the CTWG considered four options only:

· Selling the Theatre as a going concern

· Setting up the Theatre as a Charitable Trust

· Management by a commercial theatre management group

· Maintaining the status quo of both ownership and management by the Council

The remit of the Theatre Working Party was to consider whether other options worthy of consideration existed. It became clear very quickly that there were. However, a number of these can be discarded relatively quickly for various reasons. The discussion that follows provides the documentation of these considerations.

4.2 Possible Courses of Action

· Close the Theatre


The Theatre is shut down, and the site sold for development. Funds liberated are used for various purposes including support to the Arts.

· Sell the Theatre as a going concern


In this option, the facility is sold, but with restrictive covenants requiring it to be used as a cultural facility to include a certain proportion of community use.

· Rebuild the Theatre

To address the limitations of the current building, the facility is developed, either in situ, or on another site

· Give the Theatre away


The Theatre is donated to a Charitable Trust, with the Council retaining no future financial interest 

· Retain
the Theatre

The Council retains a financial interest in the Theatre, and investigates efficient management options for it.

4.3 Initial Discussion

4.3.1 Close the Theatre

Closing the Theatre is by far the most financially advantageous to the Council of the options considered. Over a ten-year period, the savings in subsidy alone would be of the order of £6m, and further gain of £1-2m might be expected from any redevelopment of the site. As stated previously, the provision of the Theatre is a discretionary activity of the Council, and accordingly, it is up to the Council at that time to decide how much - if any - of the sums realised would be employed to support the performing arts in Surrey Heath.

In rejecting this option the Theatre Working Party has considered that Camberley needs facilities for entertainment and cultural expression. If Surrey Heath is to be a desirable place to live, selected by choice rather than necessity, it must offer not only a pleasant environment but also a range of leisure pursuits, both indoor as well as outdoor. The Working Party recognises that the Theatre is used by a range of community groups as a public performance space, and that such a space is a reasonable expectation of residents in the area.

4.3.2 Sell the Theatre as a Going Concern


It was the view of the CTWG report that The Camberley Theatre is too small a venue to be of interest to commercial theatre groups. Evidence collected by the Theatre Working Party suggests that larger (600 seats) theatres are indeed favoured by such groups. However, rejecting the option on that basis alone is simplistic. The interest shown by a commercial organisation will primarily be determined by commercial considerations over a period of a number of years. As such, the following factors will be important:

· Sale price

· Continuing level of subsidy to be provided

· Scope for reduction of costs and increased income generation

· Scope for redevelopment

Whilst The Camberley Theatre has made great strides in improving its attendance figures in the last few years, its financial position cannot be said to compare well with other local venues (such as the larger Princes Hall).  This implies that a low sale price and large continuing subsidy would need to be guaranteed to make the sale attractive. The private group may well wish to invest capital to provide more income generation potential in the future. However, it is obviously the case that not only would such a group need to make a profit on its operations, but that its cost of capital would be higher than for the Council (which has substantial capital reserves). 

Accordingly, this option does not look attractive, because it would represent somewhat of a “fire-sale”, and would result in significant amounts of public funds being guaranteed into the future, with little control on how such funds were spent. Nor could it be said to cap the Council’s liability, as realistically, the Council would remain the ultimate guarantor for the provision of this facility within the community of Surrey Heath.

4.3.3 Rebuild the Theatre

It has been suggested that the major problem with The Camberley Theatre is its size. At 400 seats its is neither large enough to support the touring events, or small enough to form a community arts facility. As reported above, this conclusion has some basis in fact, but is far from being at the heart of the problem. However, there are several factors that meant that this option was not one which could be easily dismissed by the Theatre Working Party.

Firstly, it is not out of the question that work could be carried out to increase the capacity of the Theatre, possibly by the introduction of a second tier of seating (a “Circle”). This would obviously call for a substantial investment, and would lead to the closing of the auditorium for a significant period. However, grant funding at least in part might be available for it. Unfortunately, there is little unused space on the Theatre site that might be sold for housing development in order to fund the venture. Enthusiasm for this idea is also tempered by the current history of the Theatre, which suggests that increased attendance does not reduce the degree of subsidy required. This approach is therefore not seen as a possible option until more fundamental problems have been addressed, and a track record established to justify the further investment.

Whilst considering the option of redevelopment, we should consider the option of providing not a larger facility, but a smaller specialist arts facility in the 100-200 seat size. The smaller facility would release space on the site that could fund such a development.

Two other factors are worthy of mention: redevelopment in association with a library; and the Land West of Park Street development.

One of the expert witnesses we talked to introduced the concept of a redeveloped theatre and library complex (though the context was not Camberley). It is undeniable that library provision in Camberley is poor compared with other local towns (particularly Farnborough). Despite this, Camberley Library is a popular facility, a fact that is a tribute to its imaginative and dedicated staff. However, libraries as institutions are changing, and have been doing for some time. They are becoming all-purpose information and “discovery” centres. They can act also as community spaces, and provide gallery display space for the visual arts. There is also one other major attraction of the combined facility – they can make common use of facilities at different times of the day, such as an attractive catering facility.

In Camberley, the Library and Theatre are physically very close. The possibility exits therefore to sell off one site for commercial or housing development, and to use the other for the building of a combined library/theatre complex. A redesigned complex might also provide for studio space for the more specialist performing arts and dance. Whether space exists for such a plan would need to be investigated.

Finally, it is necessary to consider the continuing saga of the Land West of Park Street development. At the time of writing, although the Council has a preferred developer, continuing negotiations about the financial proposal made by Crest Nicholson have added significant further delay into the project, and may yet lead one or other of the parties to withdraw from the transaction. Whilst some form of development will probably proceed, the continuing delays may require a re-specification and redesign to reflect changes in the competitive environment in the area. In particular (and as perhaps the most obvious example), we note that plans to bring a multiplex cinema to Farnborough are well advanced, and it is possible that this would be in place prior to Camberley’s Park Street complex. It is debateable whether this area could support two multiplex theatres. We also note that discussions have already been mooted to make space available for both enhanced museum and library facilities. It may be that an Arts complex of both large and small theatre space, museum and library could be a viable alternative candidate to use the space left available by the withdrawal of plans for a cinema. In our view, the theatre complex at Woking town centre is at least as important as the cinema screens as a “draw” to bring visitors and residents into the town centre.

The Theatre Working Party, considered redevelopment offered a number of exciting possibilities. The Theatre Working Party considers that these matters are worthy of fuller study over an extended period.

4.3.4 Give the Theatre Away


If closing the Theatre and selling the Theatre are not possible options, it is necessary to consider whether the Council should consider giving the Theatre to a specially constituted community organisation. In practice, this would mean that a Trust would need to be set up, and a board of trustees appointed. 

The issues concerned with the use of a Trust vehicle are discussed in the following section. However, any transfer of assets to a Charitable Trust would be irrevocable. Especial notice needs also to be taken of the relevant regulations where such a transfer is made without “best value” consideration being obtained, as implied here. The loss of control, coupled with the continuing need to guarantee a continuing income stream to the Trust would almost certainly lead members to prefer to retain the relevant assets, and to lease them to a Trust. This option is discussed later.

4.3.5 Retain
the Theatre

There remain a number of options where the Council retains ownership of the Theatre, but develops different methods for its management. These options balance the needs for reducing the drain on the Council resources, whilst recognising the Council’s need to maintain a continuing involvement.

In the next section we explore these options.

5 Discussion of Retention Options

5.1 Introduction

This section considers the options where the Council retains ownership of the Theatre. These options are being judged against three criteria:

· Their ability to reduce the financial drain on the Council’s resources

· Their ability to contribute to the further development of the arts in Surrey Heath

· Their ability to meet the legitimate requirements of community groups for performance space in the Borough

5.2 Status Quo

The CTWG concluded that the status quo should be maintained. However, there is little evidence presented in support of this conclusion, and the evidence that the Theatre Working Party has collected does not point to this being the most effective option. The reports of the manager of the Theatre indicate that that in his opinion there is little scope for additional increases in box office income; also that overhead savings by joint procurement with the Council have already been made and little further scope exists. Further, as the pantomime shown this last year was traditionally the most popular, future box office income may not reach this year’s figures (bearing in mind that the pantomime can account for 30% of the annual box office take).

The Liberal Democrat view is that, as a matter of policy, the current level of subsidy is simply unacceptably high. Here we are clearly at odds with the majority Conservative Group on the Council who have recently, by their actions, indicated that they are prepared to accept the current high subsidy level. Our view implies no criticism of the Theatre Management team whose efforts we have fully endorsed and acknowledged. We simply believe that the Borough Council should not be spending more than half a million pounds on subsidising a facility such as The Camberley Theatre. 

To accept the option of maintaining the status quo, therefore, means also to accept that the financial burden on the Council will not significantly decrease, and may increase. The Liberal Democrat Theatre Working Party therefore rejects this option.

5.3 Theatre Trust

The option of setting up a local Trust to take responsibility for the Camberley Theatre was discussed above. However, a related option is for the ownership of the Theatre premises to be retained by the Council, and for such premises to be leased to the Trust, who then manage it. This is similar to the arrangement with both the Arena (to a commercial management organisation) as well as the Lightwater Leisure Centre (particularly the latter). Whilst trusts can be charitable and non-charitable, the advantages of a charitable trust make it the only option worth seriously considering.

According to the briefing paper “Culture in Trust” prepared by Simon Randall & Kate Sayer, and published by Lawrence Graham, the advantages of a Charitable trust are as follows:

· Charitable entities are exempt from inheritance tax, capital gains tax, corporation tax and stamp duty

· Charitable entities benefit from mandatory 80% relief on National Non-domestic rates (NNDR). Local authorities have the discretion to grant additional relief with respect to all or part of the remaining 20%.

· Charities benefit from relief from VAT which are different to those enjoyed by local authorities. However, the situation is a complex one, and is different for sporting and cultural facilities.
· Charities benefit from tax relief on donations

· Unlike local authorities, charities and other trusts can attract funding from a wide range of grant-giving bodies, including the National Lottery (though funding from this source is not precluded from local authorities).

· Trusts tend to stimulate community involvement, focussed on the provision of the specific services to be provided.

Charitable Trusts can be set up in the form of a Company Limited by Guarantee, or as an Industrial & Provident Society. Whilst the latter has some advantages for encouraging employee and community ownership, the former is better known and hence more acceptable to grant or other finance providers. A discussion of the appropriate choice is out of scope for this report

In considering this vehicle, the CTWG warns of the problems of finding a sufficient number of qualified trustees to run the trust. The Theatre Working Party firmly believes that these fears are significantly overstated. Firstly, there is a need in law for only three trustees. These trustees should indeed be appropriately skilled and committed to their roles. It is noted that the local authority may appoint trustees, but that they should form no more than 19.9% of the board. Secondly, an area like Surrey Heath – unlike some others - has a wealth of individuals who would be both willing and qualified to adopt these roles.

The CTWG also refers to the complexity of setting up a Trust. In our views, this may be considered in two parts. The first of these is the definition of the relationship between the Trust and the Council. It is suggested that this is no more complex than the definition that the Council is established for its Leisure Centre contracts. Secondly, there is the process of setting up the Trust itself. This indeed would require external consultancy, as the Borough Solicitor’s office has already conceded that it does not have the expertise to advise in this area.

In the view of the Theatre Working Party, the Trust option is attractive, as it is likely to generate an entrepreneurial and community based spirit, whilst also giving the possibility both of savings in running costs, as well as access to further grants and sources of finance to further develop the facilities. However, the drawbacks are the time and expense incurred in setting up the Trust, and the lack of any opportunity for shared overheads, or other synergies with other facilities. The Camberley Theatre Trust in other words would remain a single facility, burdened with premises that might not be deemed idea for their current purposes. However, with the limited time and resources available to the Theatre Working Party, we cannot determine the likely cost of this process, or the likely savings to be made. Such information could be drawn from the experience of other local authorities, supplemented by input from consultants at relatively low cost.

An interesting option (not considered by the CTWG) to mitigate both of these disadvantages is to consider the setting up of a charitable trust in collaboration with other local authorities in the area. In particular, we are aware that Rushmoor Borough Council has considered moving the Princes Hall into a Trust, and has not done so as the Princes Hall has been very successful at reducing the level of subsidy required from the Council. In particular, the subsidy per visit is less than £4 at the Princes Hall as previously described. The Council might therefore like to explore the option of a Blackwater Valley Theatre Trust, initially in collaboration with Rushmoor, then with other local authorities.

5.4 Theatre Management

This option explores the advantages to be gained by letting a management contract for The Camberley Theatre in the same way as a management contract has in the past been let for the Arena Leisure Centre. This option brings the benefits of The Camberley Theatre being part of a larger organisation, so allowing management and overhead savings, and providing access to relevant and scarce management expertise.

The use of an external management company to manage a theatre is well established. We note the experience of Woking, where the Ambassador Theatre Group (ATG) manages the theatres. ATG, which is in fact headquartered in Woking, is one of the biggest of the theatre management groups, and is in particular well represented in London. We note that the theatre in Woking receives a sum of the order of £150,000 per annum from Woking Borough Council, which is used to bring the larger groups to the town. 

It can, of course, be argued that The Camberley Theatre is a different proposition to Woking’s Peacock. The Peacock is a modern, quite large facility set with other shopping and leisure facilities with good parking and other communications facilities in the town centre. However, these factors would affect the value of the subsidy required, not the enthusiasm of the commercial organisations to take it on.

Another interesting model may be found in the Richmond Theatre. Here, this formerly Council-owned theatre was transferred into a Theatre Trust. The Trust then engaged ATG to manage the theatre. One of the factors that lead Richmond to award the contract to ATG was the ability of ATG to provide a highly competent and experienced theatre manager. We have noted above the importance of the theatre manager in the success of a venue. We note here that it is difficult for a local council to even recognise a good theatre manager, even when they have managed to attract one to apply. Within a theatre management group, success is recognised and rewarded with career progression.

The Theatre Working Party has also examined a further very interesting model for management of the Theatre, not considered by the CTWG. There are Charitable Trusts that run a number of leisure facilities on behalf of local authorities. This model can bring all the benefits of a Charitable Trust without the overheads in either time or money in setting up a custom vehicle. As part of the management arrangements, the local authority might provide a trustee to the overall Trust. Our expert witness in this area indicated that a normal procurement process might take 6 months. Whilst we would judge that the overall process would be longer than this (as there is a necessary initial stage prior to the procurement process where the local authority would establish its requirements), we believe one year should be adequate for such a transfer.

The letting of a management contract to a Trust is likely to benefit from the same overhead savings and access to expertises that commend the commercial theatre management organisations. It is likely however to focus much more on the community aspects of the theatre, of empowering the local management and its community. It is however fair to say, that the model for charitable trusts running leisure facilities is one that is only now beginning to be established, and should a charitable trust be used to run the theatre, this would be seen as relatively novel and advanced. This alone however should not deter us if the case can be made. After all, the arrangements for the Arena were also seen as leading-edge at the time.

Whilst the approach of using an experienced commercial management organisation to run the theatre must be seen as one that might show significant savings even on the limited evidence collected by the Working Party, the procurement process required to select such a contractor would need the investment of a significant investment of both time and money. The Theatre Working Party believes that the costs would be  worthwhile.

5.5 Common Management with Leisure Centres

There is an option that The Camberley Theatre should form part of a common management unit with the Borough’s Leisure Centres. We note that this option was not considered by the CTWG. 

The option of bringing management of the Arena back in-house is not one that the Theatre Working Party deemed either useful or necessary to explore. The external management of the Arena through DC Leisure has been a notable success story. The arrangement was novel at the beginning, but has turned a potential drain on the Council’s resources into a highly effective method of providing a greatly appreciated range of facilities to residents.

On the basis of feasibility studies already carried out, one of our witnesses suggested that the packaging of the Camberley Theatre into a management contract with the Arena and Tomlinscote centres would be one that would be both attractive to commercial leisure management operators, as well as one that would provide significant savings to the Council. Certain savings would derive from becoming part of a much larger and relevant organisation as discussed in some of the other options above. Some however, come from the proximity of the sites, and their overlapping target markets. It is worth pointing out the following:

· Overhead savings in common procurements for goods  & services which can be provided by a single local company (e,g. beer, cleaning)

· Marketing savings, as the target market is similar. Theatre direct mail could be sent with Arena mail. Cross-promotions could be undertaken, and “Leisure Passport”-type cards introduced to give discounts for residents. Common booking facilities could be used.

· Flexible use of space between the various facilities, and coordination of rates charged.

Note that it is clearly recognised that there are differences between these types of facilities, but our expert witness was clear that there were also many similarities, a point confirmed by others we talked to.

In passing we note that this suggested approach had apparently also been communicated to Council officers on more than one occasion. 

We also note that the Leisure Centre management contract is being re-let this year, and that the procurement process is underway. We are surprised that, although the management arrangements for The Camberley Theatre were also to be revised this year, no discussion was initiated in the CTWG, nor report issued on the options until the Leisure Centres procurement process was well advanced. The fact that the Theatre was not managed as part of Leisure Services may have contributed to this situation.

The logical and cost effective route would have been to develop a specification for the theatre in parallel with the development of the specifications for the Leisure Centres. Bidders could then have been invited to provide an option to include the Theatre as part of their bid, without any commitment by the Council that it would eventually include it in the contract. In this way, the possible savings would have been determined at minimal extra cost to the Council, and this option would now have been available to the Council. As it is known that both commercial leisure management organisations as well as charitable trusts are bidding for the current contract, the relative merits of the two models would in any case have been tested through the procurement process.

Whilst not as easy or as cost effective as when taken up at the right time, this option remains open to the Council. Although it would require a delay to the current procurement process, there is no legal constraint, nor liability incurred by doing so. Such a delay might also require the current management contract to be extended for a limited period. However, it remains probably the cheapest way of effectively exploring this option which has promise to be the most cost-effective way forward for the Theatre in the future.

6 Conclusions and Recommendations

6.1 Conclusions

1. The perception that the level of subsidy enjoyed by The Camberley Theatre is high is confirmed, even when compared with limited evidence obtained from local venues. The fact that all this funding comes from a single source emphasises the excessive drain on Surrey Heath Borough Council of the Theatre.

2. Whilst the current situation is not good, it is considerably better than the recent past. Great strides have been made by the current management. These enable the retention options described, because if attendances were generally low and falling, the pressure simply to close the Theatre would be much greater. This is a major achievement.

3. There is limited scope to further improve financial performance under the current management arrangements. As seen recently, each increase in box office income seem to also add an exactly equal cost, and the overall situation is not improved. Further, savings from overhead sharing with the Council have already been made.

4. The management by the Council adds costs because of overhead allocations, and management charges. However, there is little synergy between the organisations. The Theatre would benefit by being part of a larger organisation focussed on similar goals. This would allow access to expertise, access to shared services and other sharing of costs. The benefits to the Theatre would be widespread: in the creative area, in financial performance and in staff morale.

5. The Council should not be hesitant about using external management options. It has already used such techniques successfully and more than once in the past to gain both financial benefits as well as improved services.

6. There are a number of external management options that were not considered by the CTWG that our expert witnesses have suggested would be beneficial to explore.

6.2 Recommendations

1. Surrey Heath Borough Council should reconsider the Executive decision to maintain the current management arrangements. This report has indicated a “short list” of options that would be worthy of further investigation.

2. Any Working Group established to further review this decision should be provided with suitable professional advice to be able to address all the financial issues and, if necessary, should use the services of a Vat Accountant to establish definitively any tax advantages that a change of management status would bring the Theatre.

3. Testing the interest of external organisations in The Camberley Theatre needs to be done in a cost-effective way. The Council should review the procurement process to establish if a delay in letting the Leisure Centre management contract could be accommodated in order to test the level of interest that might exist in including the Camberley Theatre as an option under the resulting contract.

4. Visibility of key performance indicators for the Theatre is also a critical issue. Whilst there are no national benchmarks, there are many venues of comparable size, and it would not be difficult to join a benchmarking club to give objective “best value” information to this area. More open financial analysis is also critically important, analysing on the basis of marginal cost of events, percentage seats filled etc rather than in terms of cost centres. This would probably be required in any case by a benchmarking club.

5. The Theatre Working Party was not convinced that a coherent Arts strategy existed in Surrey Heath, with a clear role for the Theatre defined within it. The Local Strategic Partnership should be involved with the definition of such a strategy. The role of the Theatre should be clear. In particular, it does not make sense to separate responsibility for Arts Development and the Theatre within the Council’s organisation, and this issue should be addressed as part of the Organisational Review.

6. The longer-term options of redevelopment should not be ignored. A study group should be set up to look at the longer-term options of a common library/theatre development, and consider the optimum size for any replacement theatre unit. This study group should also monitor the situation concerning the Land West Of Park Street developments with a view to generating alternative options in the event of further delays or problems with this development.

7. The forward projections for budgetary support to The Camberley Theatre should be set now for at least three years in advance. This is the Council’s practice with other organisations with which it has an SLA. It should be recognised that a high level of Council subsidy will be required, at least in the short to medium term, and that funding for the transition process will be needed. To provide indicative figures, the Working Party’s view is that the following targets should be adopted:





2005/6

£500,000





2006/7

£400,000





2007/8

£300,000
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