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11.7 EXTENSION OF LEASE AND DEED OF CONTRACT TO BELGRAVIA HEALTH & LEISURE 
GROUP PTY LTD - LOFTUS RECREATION CENTRE - PORTION LOT 501 (99) LOFTUS 
STREET, LEEDERVILLE 

Attachments: 1. Loftus Recreation Centre - Profit and Loss Statement - Confidential   
2. Loftus Recreation Centre - Loan Statement - 31 May 2022   
3. Loftus Recreation Centre - Loan Repayment Schedule   
4. DRAFT Deed of Extension of Lease - Belgravia Leisure - Confidential   
5. Belgravia Leisure - Counter Party Credit Report - 13 July 2022 - 

Confidential    
  

RECOMMENDATION: 

That Council: 

1. APPROVES an extension to Belgravia Health & Leisure Group Pty Ltd (CAN 005 087 463) of the: 

1.1 Deed of Contract, governing the operation and management of the Loftus Centre, for a 
further five (5) years commencing 1 January 2022 and expiring on 31 December 2027 
subject to the following: 

1.1.1 The annual fee is reduced by an amount equal to 50% of the annual land tax 
liability on the lease of the Loftus Recreation Centre; 

1.1.2 All other terms and conditions remaining the same. 

1.2 Lease (including the Car Parking Licence) for part of the Loftus Centre at Lot 501 (99) 
Loftus Street, Leederville, for a further term of five (5) years commencing 1 January 2022 
and expiring on 31 December 2027 subject to the following: 

1.2.1 A repayment plan is agreed in writing with the Chief Executive Officer, for the 
repayment of the Deferred Amount of $64,900.72, within the term of this contract; 

1.2.2 The Lessor and Lessee to agree an annual program of capital works, to include the 
allocation of the Loftus Recreation Fund, for the purpose of facilitating venue 
improvements and capital purchases to assist in maintaining the facility and 
improving profitability of the Loftus Recreation Centre; and 

1.2.3 All other terms and conditions remaining the same. 

1.3 AUTHORISES the affixing of the Common Seal of the City of Vincent to the extension of 
the Deed of Contract and Lease in accordance with the City’s Execution of Documents 
Policy. 

1.4 REQUESTS the Chief Executive Officer to:  

1.4.1 Prepare a paper for the consideration of Council considering options for the 
operating model and management agreement of Loftus Recreation Centre, no later 
than 31 December 2026 and 

1.4.2 include the Loftus Recreation Centre Options Paper in the Corporate Business 
Plan 2022-2026.   

 

PURPOSE OF REPORT: 

To consider granting an extension of the Deed of Contract and the Lease (including the Car Parking Licence) 
to Belgravia Health & Leisure Group Pty Ltd (ACN 005 087 463) (Belgravia) over the Loftus Recreation 
Centre (Loftus Centre). 
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BACKGROUND: 

Belgravia leases part of the Loftus Centre at Lot 501 (99) Loftus Street, Leederville pursuant to a Lease 
(Lease) between Belgravia and the City. At the same time the Lease was entered into, the City and 
Belgravia executed a Deed of Contract (Contract). The Contract runs concurrently with the Lease and 
governs the operation and management of the Loftus Recreation Centre by Belgravia. 
 
The Loftus Recreation Centre provides multi-court sports and fitness programs that are unique recreation 
offerings for the Vincent community.  
 
The Lease was for an initial term of 10 years commencing 1 January 2007 and expiring 31 December 2016 
(this included a further optional term of 10 years, commencing 1 January 2017 and expiring 
31 December 2026). 
 
At its Ordinary Council Meeting on 23 August 2016, Council considered the grant of an extension to the 
Lease and Contract. The following options were considered by Council at the time: 
 
1) Grant the Further Term and execute a Deed of Extension to the Contract and Lease; 
2) Advise Belgravia that the Further Term will not be granted and the City intends to go back to Tender to 

test the market; or 
3) Advise Belgravia that the Further Term will not be granted and the City take over the operation. 
 
Council approved the grant of an extension to the Lease and Contract for a further term of 5 years rather 
than 10 years, commencing 1 January 2017 and expiring 31 December 2021 citing the development of the 
Leederville Oval Masterplan for the lesser period. A Deed of Extension of Lease dated 12 November 2018 
was subsequently executed by the City and Belgravia. 
 
The Contract includes a profit share arrangement and a loan repayment provision relating to the repayment 
by Belgravia of the City’s $3 million loan which funded the redevelopment of the Loftus Centre.  Pursuant to 
the Contract, Belgravia is required to make Loan repayments to the City in equal monthly instalments in 
advance and the City is required to use the Loan repayments to pay off the principal and interest owing by 
the City under the Loan. 
 
The 2017 Contract renewal of 5 years rather than 10 years means the Contract term and loan repayment 
term are no longer in alignment. 
 
On 30 June 2020, the COVID-19 Relief and Recovery Committee (Committee) at its Meeting approved a 
deferral of Belgravia’s obligations to pay 27 percent of rent, variable outgoings, sinking fund contributions 
and Loan repayments for the period between 1 April 2020 and 31 July 2020.  The total deferred amount is 
$64,900.72 (Deferred Amount). 
 
On 8 September 2020, the Committee approved for the CEO to enter into a payment arrangement of equal 
monthly instalments with Belgravia for the repayment of the Deferred Amount to commence after 1 October 
2020 and conclude no later than 31 December 2021. No formal payment arrangements were finalised in 
respect of the Deferred Amount repayment as the City and Belgravia were in negotiations regarding possible 
new lease arrangements. 
 
At the Ordinary Council Meeting on 8 February 2022, Council approved a 12-month Contract extension to 
the Contract Council: 

 
2. APPROVES an extension to Belgravia Health & Leisure Group Pty Ltd (ACN 005 087 463) of 

the: 

2.1 Deed of Contract, governing the operation and management of the Loftus Centre, for 
a further term of 12 months commencing 1 January 2022 and expiring on 
31 December 2022 subject to all other terms and conditions remaining the same; and 

2.2 Lease (including the Car Parking Licence) for part of the Loftus Centre at Lot 501 (99) 
Loftus Street, Leederville, for a further term of 12 months commencing 1 January 2022 
and expiring on 31 December 2022 subject to all other terms and conditions 
remaining the same 
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The Contract extension has not been executed as Belgravia have sought to renegotiate the terms. The 
Lease is currently in holding over. 

DETAILS: 

Belgravia advise that they have incurred a loss at Loftus Recreation Centre this financial year and cannot 
commit to the Contract extension as this would compound those losses. Refer Loftus Recreation Centre 
Profit and Loss for April 2022, at Confidential Attachment 1. 
 
Revised Contract Terms 
 
Belgravia seek an extension of the Contract for a further five (5) years to enable Belgravia sufficient time to 
make a greater investment in the proposed facility upgrades and recover losses incurred during COVID. 
They also seek a change to the annual lease fee to recognise the Department of Finance’s recent decision 
to impose land tax on the Lease, and other minor contract variations. 
 
Belgravia Leisure and the City of Vincent’s management committee will continue to manage the performance 
of the Centre and will agree a program for the allocation of the Loftus Recreation Reserve Fund for the 
purpose of facilitating venue improvements that will assist to increase revenue eg gym equipment upgrades.   
 
Proposed Deed and Contract Variations are detailed at Confidential Attachment 4. 

CONSULTATION/ADVERTISING: 

This paper includes outcomes from extensive discussions with Belgravia Health and Leisure Group and the 
management of Beatty Park Leisure Centre. 

LEGAL/POLICY: 

Clause 4.2 of the Contract provides that the City at its sole discretion may extend the Deed of Contract for a 
further 10-year term, commencing on 1 January 2017. 
 
Similarly, clause 19.1 of the Lease provides that the City at its sole discretion may extend the Lease for a 
further 10-year term, commencing on 1 January 2017. 
 
Council is therefore in a position to consider granting an extension of the Contract and Lease for a further 5 
years to Belgravia. 

RISK MANAGEMENT IMPLICATIONS 

Low:  It is low risk for Council to grant an extension of the Contract and Lease.   
 
A counter party risk assessment is at Confidential Attachment 5.  
 
Belgravia has demonstrated its capacity in managing the Loftus Centre and performing the requirement 
under the Lease.  In addition, the observance of Belgravia’s obligations under the Contract and Lease are 
supported through guarantee provisions under the Contract and Lease and backed by a bank guarantee.  
 
In the event of a default, and after the application of the guarantee provisions, the primary financial risk for 
the City is the fulfilment of the Loftus Recreation Centre loan which can be paid if the Centre continues 
trading under a City management structure. We do not anticipate any significant impact on services in this 
scenario. 

STRATEGIC IMPLICATIONS: 

This is in keeping with the City’s Strategic Community Plan 2018-2028 
 
Connected Community 

Our community facilities and spaces are well known and well used. 
 
Thriving Places 
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Our physical assets are efficiently and effectively managed and maintained. 
 
Innovative and Accountable  

Our resources and assets are planned and managed in an efficient and sustainable manner. 

SUSTAINABILITY 

This does not contribute to any environmental sustainability outcomes in the City’s Sustainable Environment 
Strategy 2019-2024,  
 

PUBLIC HEALTH IMPLICATIONS: 

This is in keeping with the following priority health outcomes of the City’s Public Health Plan 2020-2025: 
 
Increased physical activity 

FINANCIAL/BUDGET IMPLICATIONS: 

This lease and contract extension is a fiscally responsible approach to managing the ongoing provisions of 
services.  It facilitates the repayment of the Loftus Recreation Centre loan, Belgravia contributions to the 
Loftus Recreation Centre Reserve, and improved utilisation of the Loftus Recreation Centre Reserve for the 
benefit of the venue and its operations. 
 
The contract variation proposes that the Lessor and Lessee contribute a 50% share of land tax applying to 
the Lease, through an equivalent reduction in the annual fees.  Land tax was recently imposed on the 
Lessee and was unanticipated in the original business case.  As the management agreement places 
constraints on the tenant in their utilisation of the venue, and their ability to maximise profit, it is appropriate 
that the tax burden is shared between the Lessor and Lessee. 
 
The City will improve the management of Loftus Recreation Centre capital works expenditure which will 
assist in recouping this expense. 

COMMENTS: 

Benefits to the Vincent community 
 
The Belgravia Contract and Lease has delivered significant benefits for the City of Vincent and its 
community.   
 
Over the past 15 years Belgravia has provided a financial return to the City of Vincent of approximately 
$7.5m through a combination of loan repayments, lease payments, profit share and contribution to the 
reserve fund. 
 
Belgravia provide an excellent service. They work collaboratively with the Vincent sport and recreation team 
and deliver against agree key performance indicators.  With the exception of business disruption arising from 
the impact of COVID-19 on the fitness sector, the contract has achieved the required objectives. 
 
Services are delivered almost entirely without cost to the City of Vincent, other than capital works renewal for 
the building. 
 
There is a benefit to continuing with the agreement for a further 5 years and honouring the original lease 
term. This allows Belgravia to trade through the recent challenges, repay their fee deferrals and pay out the 
remaining Loftus Recreation Centre Loan. Belgravia are better able to implement profit-making business 
strategies if they have a reasonable period of time remaining on the Contract.  
 
Other Options Considered 
 
Alternative Option 1: Vincent Leisure Model – Loftus Recreation Centre and Beatty Park Leisure Centre 
 
In considering the renewal of the Contract, Administration has worked collaboratively with Belgravia to 
understand the nature of any actual or perceived competitive conflict between the Loftus Recreation Centre 
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and Beatty Park Leisure Centre businesses.  We have also considered a ‘Vincent Leisure Model’ where 
there might be commercial or operating benefits to working more closely together. 
 
In particular these discussions considered: 
 

• Financial impact – where do the businesses compete against each other 

• Service offering – what services are provided at each venue, which market segments do they target, 
and can they complement each other to deliver a suite of solutions to the Vincent community and 
each business’ customers 

• Vincent Leisure model – are there opportunities to create a joint membership model that delivers a 
synergistic uplift in profit across both businesses, either as separate entities or as a joint entity 

• Opportunities for back-office efficiency – are there ways to save money, improve purchasing power 
or improve efficiency, by integrating back-office processes. 

 
These discussions have identified potential synergies. However, we believe this is a significant piece of work, 
and a financial investment is required, to modify systems and processes.  
 
Alternative Option 2: Market Testing the Operational Management Agreement 
 
There is the option for Council to seek expressions of interest (EOI) from 3rd parties to market test the 
Operational Management Agreement more generally. The EOI could also include jointly or separately an 
Operational Management Agreement for the Beatty Park Leisure Centre.  
 
Alternative Option 3: A further term is not granted and the City take over the operation (Insourcing) 
 
Administration also considered the option of the City taking over the operation of Loftus Recreation Centre 
(insourcing).   
 
Justification for not considering Alternative Options 1 to 3 at this time 
 
Administration does not believe this is the optimal time to consider Alternative Options 1 to 3, for the 
following reasons: 
 

• Legal: The current contract provides for an extension through to 2027 and this is consistent with the 
timeframes identified in the original tender. 

• Contract Performance: There are no performance issues in the management agreement and 
therefore no compelling reasons to go to market right now, other than to test contestability. The 
proposal ensures no disruption to existing services to the community. 

• Financial: The existing arrangement is financially acceptable to the City, as the majority of costs 
relating to the delivery of services are covered by the Contract. Belgravia Leisure is making a 
financial contribution to the maintenance of the asset, through their contribution to the Loftus 
Recreation Centre Reserve. Current inflationary conditions raise the likelihood that market testing 
the agreement may result in an adverse financial outcome to the City. 

• Market Competition: There are no compelling competitive issues in the external market, or between 
Loftus Recreation Centre and Beatty Park (ie Alternative Option 1) that require immediate attention. 

• Sport and Recreation Facility Planning: Maintaining the status quo is sensible while the sport and 
recreation facility plan is being undertaken. 

• Repayment of the Loan: Extending this arrangement ensures the Loftus Recreation Centre Loan is 
repaid during the term of the Contract. 

• Capability and Capacity: The City’s ability to undertake external market testing or insourcing has 
been impacted by the response needed to respond to COVID-19. 

 
The COVID-19 pandemic has impacted the sport and recreation sector and the Loftus Recreation Centre is 
in a period of recovery. Extending the contract allows sufficient time for Belgravia Leisure to recover losses, 
repay referred amounts, and stabilise the business.  
 
A period of business recovery and stabilisation will improve the likelihood of successfully implementing 
Alternative Options 2 or 3 at a future date. 
 
Options available for Council 
 
If Council would prefer Alternative Options 2 or 3, the following actions would be required:  
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• The City would take over the management of the centre, either temporarily (Alternative Option 2) or 
permanently (Alternative Option 3). Additional staffing and budget would be required to manage the 
site. 

• The City would take on the financial obligation of repaying the Loftus Recreation Centre Loan.  This 
would be funded through revenue generated by continued operations. 

• Additional operating costs would be expended in communications, IT system and finance system 
changes. 

• Additional capital expenditure would be incurred, in the range of $70,000 per annum, in lieu of the 
reserve fund contribution from Belgravia Leisure Centre. 

 
If Council decided to test the market (Alternative Option 2), funding would be required to appoint an external 
consultant to develop the brief and support the process. 
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